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INTRODUCTION 


The policy of Congress as stated in the Agricultural Marketing 
Agreement Act of 1937 (which re-enacts and amends the Agricultural Ad- 
justment Act) is to raise and maintain milk prices to producers at a 
level which will give such prices a purchasing power equivalent to that 
which they had during the base period from August 1919 to July 1920. 
For the Greater Boston, Massachusetts, Marketing Area this objective 
can be attained through the maintenance of efficient and stabilized 
marketing conditions in the channels of interstate commerce. The pro- 
visions of the proposed amendment to Order No. 4 are directed toward 
the attainment of the above objective. The principal methods by which 
it is proposed to accomplish this purpose are: 


1. The classification of milk According to use; 
2. The fixing of minimum prices for Class I and Class II milk; 


3. Making available to all participants the facts respecting 
the total usage in each class, as well as checking the accuracy of the 
individual handler's woights, tests and reports, as to the usage, on 
the basis of which the total payments for such handler's Class I and 
II milk are calculated. 


4, Providing an equitable apportionment of the proceeds of mili 
to all producers by the pooling of all proceeds of milk to all handlers 
and the payment to producers according to a composite price plan. 


The economic basis for the proposed amendment is set forth in de 
tail in the following pages. 


Ag This brief was prepared by the following members of the Dairy 
Section, Agricultural Adjustment Administration, United States Depart- 
ment of Agriculture: 0. M. Reed, Senior Agricultural Economist, He Le 
Forest, Associate Agricultural Economist, J. Re Hanson, Assistant Agri- 
cultural Economist, and P. L. Miller, Principal Agricultural Economiste 
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PART +t 


Economic Conditions With Respect to Milk Producers in 
the States which supply Milk to the Greater Boston Marketing 
Area 


The larger portion of the milk supply of the Greater Boston Market- 
ing Area (leaving out of consideration cream from areas not under Boston 
inspection) is shipped to Boston mainly from the five States of Vermont, 
New Hampshire, Maine, Massachusetts, and Now York.2/ 


From 1929 to 1943 the prices received by farmers in these States 
for milk sold wholesale declined steadily. (See table i.) In 1933, the 
average farm price of miik sold wholesale was 56.8 percent, 47.4 percent, 
43.9 percent, and 39.9 percent lower than in 1929 in Massachusetts, Ver- 
mont, New Hampshire, and Maine, respectively. While prices received by 
farmers for milk sold at wholesale in these States declined materially, as 
indicated above, the prices paid by farmers for commodities bought de- 
clined to a much lesser extent, the index of prices paid by farmers for 
commodities bought declining from 95.5 (1919-1929 — 100) in 1929 to 68.0 
in 1933, a decline of 28.8 percent. (Sec table 1.) Thus, there was a 
marked decline in the purchasing power of milk sold whoicsale by farmers 
during the period 1929 to 1933, 


Using the farm prices of milk sold wholesale as a criterion, it 
appears that the economic status of milk producers in these four States 
has improved somewhat since 1933. Prices in 1936 average 72 cents per 
hundredweight higher in Massachusetts, 37 cents per hundredweight higher 
in Vermont, 41 cents per hundredweight higher in New Hampshire, and 30 
cents per hundredweight higher in Maine, than in 1933. There has been a 
material recession from the 1936 average prices of milk sold wholesale 
in these four States during the first four months of 1937, which appears 
to be due in large part to the unsettled marketing conditions prevailing 
in the Greater Boston Marketing Area during the four-month period. 


During the period 1929 to 1933, there was a marked decline in the 
gross income from milk produced on farms and the cash farm income from 
dairy products sold in the United States, and in the four W/States which 
supply by far the greater portion of the total volume of milk sold in the 
Greater Boston Marketing Area. In 1929 the gross income from milk pro- 
duced on farms was $2,322,553,000, $19,398,000, $12,145,000, $29,054,000, 
and $33,705,000 in the United States and the States of Maine, New Hampshire, 
Massachusetts, and Vermont, respectively. In 1933, the gross income from 
milk produced on farms was 45.6 percent, 36.3 percent, 40.3 percent, 36.0 
percent, and 42.7 percent below comparable figures in 1929 in the United 
States and the States of Maine, Now Hampshire, Massachusetts, and Vermont, 


_ 
eS 


2/ For details with respect to the proportion of the total supply 
of milk for the Greater Boston Marketing Area that is furnished by each 
stave, see Part II. 

3/ Figures for New York State arc omitted in this phase of the dis- 
cussion due to the relatively small proportion of the total Boston milk 
supply that is produced in New York. 
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respectively. (Sce table 2.) 


The cash income from dairy products sold from farms in 1933 was 
46.5 percent, 37.1 percent, 41.0 percent, 37.2 percent, and 42.8 percent 
below the cash income from dairy products sold from farms in 1929 in 
the United States and the States of Maine, New Hampshire, Massachusetts, 
and Vermont, respectively. (See table 3.) 


The foregoing facts and considerations demonstrate conclusively 
that, in the four States which supply by far the greater portion of the 
total volume .of milk sold in the Greater Boston Marketing Area, during 
the period 1929 to 1933, there was a marked decline in (1) the prices 
received by producers for milk sold wholesale, (2) the purchasing power 
of such milk, (3) the gross income from milk produced on farms, and (4) 
the cash income from dairy products sold from farms. 


Gross income from milk produced on farms in the United States and 
the States supplying the greater part of the volume of milk sold in the 
Greater Boston, Massachusetts, Marketing Area has. however, shom a 
marked improvement, but in 1935 was still 27.6, 20.0, 23.3, 14.2 and 22.2 
percent below the 1929 level in the United States as a whole, Maine, New 
Hampshire, Massachusetts, and Vermont, respectively. #i.gures relating 
to cash income from dairy products sold from farms also indicate some 
improvement in the economic conditions of dairy farmers in these four 
States since 1929, although such income is still materially below 1929 
levels. In 1935, cash income from dairy products in the United States 
as a whole, Maine, New Hampshire, Massachusetts, and Vermont was 30el, 
24.5, dee, 16.0, and 22.5 percent, respectively, below the 1929 level 
of cash income from these products. Thus, the dairy farmers in this 
area have not been fully relieved and the rcinstatement of a Federal ip nO= 
&ram is necessary. 


The importance of milk production as an agricultural enterprise 
in the four States (Maine, New Hampshire, Massachusetts, and Vermont) 
which supply by far the greater portion of the milk sold in the Greater 
Boston Marketing Area is indicated in table 4.4 


Milk production is an important agricultural enterprise in the 
country as a whole. In 1929, the cash income from dairy products sold 
from farms was 18.0 percent, and in 1935, 17.9 percent of the cash farm 
income from sales of all agricultural products from farms in the United 
States. 


The cash income from milk sold from farms is a- relatively larger 
proportion of total cash income from agricultural production in the four 


4/ See also Part III. 
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States noted above than in the United States. In 1935, the cash farm in- 
come from milk sold from farms in the States of Maine, New Hampshire, 
Massachusetts, and Vermont, represented 24.2 percent, 44.1 percent, 37.7 
percent, and 66.8 percent, respectively, of the total cash income from farm 
production in these States. 


There are marked variations in the importance of the dairy enter- 
prise in the various sections of the area supplying milk to the Greater 
Boston Marketing Area, other than those set forth above with respect to the 
several states. In order to obtain more detailed information with respect 
to the importance of the dairy enterprise in the area supplying milk to the 
Greater Boston Marketing Area, the number of farms showing over 40 percent 
of farm income from the dairy enterprise was compared to the total number 
of farms, by counties. These computations are summarized in the form of a 
frequency distribution (see table 5). The figures indicate that in Maine 
farms which have more than 40 percent of the farm income from the dairy en- 
terprise, by counties, range from 0-5.0 percent to 25-30 percent of all 
farms. Comparable figures for New Hampshire, Vermont, New York, and Massa- 
chusetts are 10-15 percent to 60-65 percent, 30-35 percent to 70-75 percent, 
35-40 percent to 65—70 percent, and 5-10 percent to 65-70 percent, respec- 
tively. The dairy enterprise is relatively more important in Vermont and 
Massachusetts than in Maine and New Hampshire, since a much larger propor- 
tion of the farms, by counties, show more than 40 percent of farm income 
originating in the dairy enterprise (see table 5) Op 


The foregoing facts and considerations demonstrate that dairy farm- 
ing is an important agricultural enterprise in the states supplying milk 
to the Greater Boston Marketing Area. Therefore, activity pointed toward 
the maintenance of prices to producers in the states supplying milk to the 
Greater Boston Marketing Area is warranted and necessary to effectuate the 
policy of Congress as stated in the Agricultural Marketing Agreement Act 
OL LUST. 
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Table 5. Frequency distribution of percentage farms having 
over 40 percent of farm income fron dairying is of 
BLT farms in Maine, New Hampshire, Vermont, New 
York, and Massachusetts, 1930 


Class Interval - Ta tae a ie wa Soe 


“Nunber of Gountics 


ee oe 


Percentage farms hav-: falling 
ing over 40 percent : _within specified ranges 


of farm incone fron ; 
the dairy enterprise : 
is of total number of : Maine 
farms by counties} : ; : 
= ; ~—? Number : Number ! Number { Nunber < Number ~ 
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MEO Ahcs nysnon elt Adiew Massa- 
‘Hampshire: : York2/ ichusetts 


Percent a ae ; ; ie) an 4 ot. F Na, as 
WtTeerl Vee bLes 1 ' bles Lhe bles) an ‘ties in 
sities: : ' range ; range ‘ range : range : range 
Op25 0 ‘ae 
bel: -10.0 eel 
Bolero) cme if “hg al 
VB el 2040 ; 6 
20.1 =25.0 4 3 eed 
25-1 -30.0 2 ; 4 pr 3) 
50 31.—35.0 Co ah cea 
35.1 -40.0 ie 2 tulp eased 
40.1 -45.0 il ee: 
45.1 -50.0 if 
50.1 -55.0 1 
551 ~60.0 4 
60.1 ~65.0 1 2 Leer af: 
6561 -70.0 2 1 ah an 
70.1. +75.0 o . ’ sa etn, Sittin & 
Total ah 8 Se eS NRE 2 ee ae 


se Computed on county basis, i. e., percentage farms having over 
40 percent of farm income from dairying is of all farms in the county. 

2/ Only those counties in New York that supply nilk to the Great- 
er Boston Marketing Area are: congidered. ; 
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Character of the Commerce in Milk 
in the Greater Boston Marketing Area 


The Greater Boston Marketing Area has much interstate commerce in the 
fluid milk industry. Milk and croam were shipped into the Boston Marketing 
Area from 18 States in 1934. The extent of this interstate trade is indi- 
cated by the receipts of milk and cream in Metropolitan Boston as reported 
by the United States Department of Agriculture. 


These records show that in 1936, 5,598,397 forty-quart units of milk 
were brought into the market from 6 States. In 1936, 52 percent of the 
total milk received in Boston Originated in Vermont, 14 percent in Maine, 
12.8 percent in New Hampshire, 6.9 percent in New York, .1 percent in Rhode 
Island, and 13.4 percent in Massachusetts. (See table 6.) 


Cream was received in the Boston Metropolitan Area from 18 States. 
Inv1936, 573,106 forty-quart units of cream were received. Vermont was 
also the most important source of the cream supply for Boston, 50 percent 
of the total receipts of cream in Boston having originated in that State. 
Michigan was next in importance to Vermont as a source of the Boston cream 
supply, 13.8 percent of the total cream receipts at Boston in 1936 having 
Originated in Michigan. It is important to note that only .3 percent of 
the cream reccipts in Boston Originated in Massachusetts. (See table Too) 


The manufacture of dairy products is not an important market for 
milk produced in New England, since very little milk is used in manufac- 
tured dairy products in New England, even in the flush scagson of 
production. 6/ During 1936 Boston received 80,791,000 pounds of butter 
from 22 States. Most of this butter was shipped from the Middle West. 
Such has not always been the case, but the trend has been for many years 
for New England to specialize in the production of milk and cream and to 
import its butter from other States. : 


From month to month the proportion of the total milk and croam 
entering Boston from all States other than Massachusetts does not vary 
materially, but the amount of cream coming from individual States 
varies considerably. The seasonal varintion in cream receipts at Boston 
from New England States is closely related to the seasonal variation in 
the total volume of milk handled by handlers in tho Greater Boston- 
Marketing Arca. In short scasons of production the handlers in Boston 
do not receive enough milk from their producers to supply the demand for 
fluid milk and fluid creane Thus a larger part of the cream receipts at 
Boston come from the Middlc Yost in the short seasons of productions In 
the flush season of production, although there must also be some crean 
imported from the Middle Vest, a very much larger percentage comes fron 
the same States which supply most of the fluid milk to the Greater Boston 
Marketing Area. (Sce tables 8 and 95) 


oe are oe As a Le 
6/ Reports of the Bureau of Agricultural Economics, United States 
Department of Agriculture. 
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Table 8.- Receipts of cream at Boston Metropolitan Area, by 
States of origin, 1936 
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Month ‘Massachusetts : Vermont:Hampshire ‘Maine : Others: Total 


Fe a a ree ere ee ee eg a 


40 Gte. 9 40 Gts- | 40 ats. :40 ats: 40 ats: 40 dts. 3 


Jamary. | 158 : 15,712! 1,168 | 3,205: 18,420: 38,663 


, 


February | 222} «14,163: 1,121 / 2,584! 17,990! 36,080 
March : 192 3 24,914! 1119 3 2,962! 16,675: 45,862 
April “ “170? 99,915! 1,734 Sivas 12,225 ' 47,432 
May ee i 39,159: 2,509 | 4,886: 18,579 60, 500 


_ June 303 : 42,628: 3,685 | 5,876: 5,976 | 58,468 


col eB Roca 30,909) 1,206 | 3,617: 23,452: 59,482 
ues 169 : 20,282: 548 : 2, 150 | 28,055 | 51,193 
September : 30 3 22,459 | Boats eal : 3,294 | 19, 634 | 46,573 
arobenae | 69.101: eats 22,970: 1,020 | 2,830: 14,840: 41,761 
November : 1G 10,662. 383 3 2,572 | 1,275: 44,908 


December ! 93 : 12,987! | See 668: 27,115 eee 


Total  !s: igh oA9, 286,740: 16,060 39, O31 229,326 | 573,106 
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Compiled from reports of the Bureau of Agricultural Economics, Division 
of Dairy:and Poultry Products. 


Table 9.~ Percentage distribution of receipts of cream at Boston 
Metropolitan Area, by State of origin, 1936 
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Month 3 hatipashcctiey ap: Vermont she tas Maine | Others 
January AIEY (HIA0.64-oibal 3.02qpsidon 8629 tin , 47564 
ebriary 62} 89.25 | Sell |} 716 7 49.86 
March Aawi mpimetese | 2.44 | 6.46 36,36 
April 36 | ARIO Pawling #3: 66t in RbaTeL2’ wy £28579 
May : EE foes 4.50 2 8608 Reet 
June : ibe 72.91 6.30 : 10.05 | 10.22 
uly | 50; «51.96 | 2.08 | 6.08 > 39.43 
enti 6550), Breaaee | 1.07 | 4.22: 54,76 
September : 7 Dune tBuoahy Wap sias | 2.07 : 42.16 
detonate 24, 85.00 , Me Bre | BeBe 
November 04) 28.74 | .85 | 5.73 i 69.64 
pecenberti 222 ia 30.79 : ~76 : 3295 : 64.28 
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Computed from reports of the Bureau of Agricultural Economics, 
Division of Dairy and Poultry Products. 
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Consequently, it can be seen that the Greater Boston Marketing Area 
is a very large market for dairy products from States other than Massachu- : 
setts. Massachusetts, being highly industrial, is a deficit production rr 
area. Thus, in 1936, 86.6 percent of the milk and 99.7 percent of the 
cream for the Boston Marketing Area came from States other than Massachu- 
setts. 


Additional evidence of the preponderance of interstate commerce in 
milk and cream in Boston was obtained from a study of figures submitted 
in the Milk Market Administrator's Report for the Greater Boston Market- ‘ 
ing Area for the period July 1, 1934 to June 30, 1935. During this period 
there were 88 handlers selling milk and cream in Boston. These handlers 
reported purchases from producers amounting to 953,080,407 pounds of milk. 
These purchases were made from producers in Maine, New Hampshire, Vermont, 
New York, and Massachusetts. Table 10 shows the total milk purchased from 
producers by all handlers and the percentage of total purchases which was 
purchased from producers in each State. Approximately 94 percent of the 
total purchases was made from producers outside of Massachusetts. It has 
been estimated that these total reported purchases by all handlers 
amounted to over 97 percent of the total milk purchased from producers by 
all handlers who sold milk and cream in the Greater Boston Marketing Area 
during the period July 1, 1934 to June 30, 1935.2 


These 88 handlers can be classified under 5 types, according to 
place of business and the source of their milk supply from producers, as 
follows: 


1. Massachusetts handlers8/ who purchased milk from producers in 
Massachusetts only. 


ce» Massachusetts handlers who purchased milk from producers 
located in States other than Massachusetts. 


3. Massachusetts handlers who purchased milk from producers in 
Massachusetts and also from producers in other States. 


it 


4, Out-of-State handlers?/ who purchased milk from producers out- 
side of Massachusetts only. 


5. Out-of-State handlers buying milk from producers in Massachu- “ 
setts and from producers in other States. 


nabascetehe. —— 


?/ The material which follows was adapted largely from Paper No. l, 
Economic Brief With Respect & the Proposed Marketing Agreement and Pro- € 
posed Order for the Greater Boston Marketing Area, Dairy Section, A-A.A., 
Department of Agriculture, December Ay Lobe 

8/ Handler whose place of business is in Massachusetts. 

9/ Handler whose place of business is in States other than Massachu- 
setts. 
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In the first category are 42 handlers who purchased 11,937,789 pounds 
of milk from:producers. This amount represents 20.6 percent of the total 
amount of milk purchased from producers an, Massachusetts by all handlers and 
1.2 percent of all milk purchased from all producers by all handlers. (See 
table 10.) ; 

In the second category are 16 handlers. who. purehased 134,760,993 
pounds of milk from producers. :: This amount represents 15 percent of the 
total amount of milk purchased from producers outside of Massachusetts and 
14.1 percent of all milk purchased from producers by all handlers. (See 
table 10.) : 


In the «third group are 16 handlers who purchased from producers 
423,869,436 pounds of milk, which represents 44.4 percent of the total 
amount of milk purchased from all producers by all handlers. 44,418,370 
pounds of milk purchased by these handlers came from Measachnast es pro- 
ducers, which represents 76.7 percent of all milk purchased from Massachu- 
setts producers by all handlers and 4.6 percent of all milk purchased 
from all producers by all handlers. 379,451,066 pounds of milk purchased 
by these handlers came from producers outside of Massachusetts and repre- 
sents 42.3 percent of al]. milk purchased from producers outside of Massa- 
chusetts by all handlers and 39.7 percent of all milk purchased from all 
producers by all handlers. (See table 10.) 


In the fourth and fifth typesl0/ are 14 handlers who purchased from 
producers 384,512,269 pounds of milk. This amount of milk represents 40.3 
percent of the total milk purchased from all producers by all handlers. 
1,583,396 pounds of milk were purchased by these handlers from Massachu- 
setts producers, which represents 2.7 percent of all milk purchased from 
producers in Massachusetts and .2 percent of the milk purchased from all 
producers by all handlers. 282,928,873 pounds of milk were purchased by 
these handlers from producers outside of Massachusetts, and this amount 
represents 40.1 percent of the total purchases by all handlers from pro- 
ducers and 42.7 percent of purchases from producers outside of Massachu- 
setts by all handlers. (See table 10.) 


The foregoing facts and considerations may be summarized as follows: 


1. There were 955,080,487 pounds of milk purchased by 88 handlers. 
Of this amount 57,939,555 pounds or 6.07 percent was purchased from pro- 
ducers within Massachusetts and 897,140,932 pounds or 93.93 percent from 
producers outside of Massachusetts. 


2. 57,939,555 pounds of milk were purchased from Massachusetts 
producers. 11,937,789 pounds or 20.6 percent of the total purchases from 
Massachusetts producers by all handlers was purchased by Massachusetts 
_ handlers who buy no milk from producers outside of Massachusetts. 


i 


10/ These two types of handlers are combined in order not to disclose 
the operations of individual firms. 
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44,418,370 pounds or 76.7 petcent was purchased by Massachusetts handlers 
who also buy from producers outside of Massachusetts. 1,583,396 pounds 
OD eel percent was purchased by out-of-State handlers. 


3. 897,140,922 pounds of milk were purchased from producers out— 
Side of Massachusetts. Of this amount 379,451,066 pounds or 42.3 percent 
was purchased by Massachusetts handlers, who also purchased from producers 
outside of Massachusetts. 382,928,873 pounds or 42.7 percent was purchased 
by out-of-State handlers. 14,760,993 pounds or 15 percent was purchased 
by Massachusetts handlers who purchased from producers outside of Massa- 
chugetts only. 


The receipts of cream from States other than those which supply 
fluid milk for Boston vary according to seasons. (See tables 8 and 9.) 
Again, this is to be expected because in flush séasons handlers use the 
excess milk from producers for cream and buy less from other States. 
More cream is brought in from other States during the short season of 
production. Maine, New Hampshire, and vermont produce mich more milk 
than is consumed within these States. Consequently, it is evident that 
at least 90 percent of the total purchases from producers in those States 
by handlers in the Boston Marketing Area comes to the marketing area as 
milk or cream. 7 


In the annual reportll/ of the market administrator it was assumed 
that all milk delivered to a country station came from the same State in 
which the station was located. Some of these stations are located on, On 
very near, State lines, so that some of the milk crossed State lines 
before it entered the country station. 


Of the milk purchased from Massachusetts producers, which amounted 
to only 5.07 percent of the total purchases by all handlers, 44,418,370 
pounds or about 77, percent of all the milk purchased from producers in 
Massachusetts is purchased by handlers who Operate city plants and also 
buy from producers located outside of Massachusetts. Hence, the greater 
portion of the milk purchased from Massachusetts producers is mixed with 
milk which has crossed State lines. 


Other handlers who purchase milk from Massachusetts producers only 
also purchased milk from other handlers. Most of the interhandler busi- 
ness in Boston is done by handlers who handle milk which has crossed 
State lines. Thus, all milk purchased by these handlers from Massachu- 
setts producers becomes mixed with milk which has crossed State lines. 


Other handlers who purchase milk from Massachusetts producers only 
also purchase cream, which has crossed State lines from other handlers. 
ye ees . 


ae For the year ended July 31, 1935. 
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Thus, it has been shown that nearly 90 percent of the total pur- 
chases from producers. actually comes across State lines to the Greater 
Boston Marketing Area as milk or cream. It was also pointed out that 
a very large percentage of the milk..which originated in Massachusetts 
was actually mixed with milk which had crossed State lines. Hence, there 
is little doubt of the interstate character of the commerce in milk in 


the Greater Boston Marketing Area. 


‘The milk that does not move across State lines competes with milk 
which orisinates in other States. Thus, it follows that such milk must. 
be regulated in the same fashion as the milk which moves across State 
lines if the policy of Congress as stated in the Agricultural Marketing 
Agreement Act of 1937 is to be effectuated. I+ has been shown that the 
proposed amendment to Order No. 4, if put into effect, will stabilize 
the market structure and maintain higher returns to producers than 
would otherwise prevail. This is especially true under the marketing 
plan includéd in the proposed amendment to Order No. 4. Handlers buying 
milk in Massachnsetts only could pay the same blended price paid to han- 
dlers complying with the order, which would be 2 combination of the 
fluid milk and excess milk price, yet sell practically all of their milk 
as fluid milk. The gains to be made by this practice, flat-price buying, 
on the part of handlers selling a large proportion of their milk as fluid 
milk have been adequately demonstrated by the Federal Trade Commission in 
its recent investigation of several fluid milk markets. 


"As previously pointed out, the flat—-price buyer who 
usually sells milk only for consumption as fluid milk, will 
offer to purchase from producers at a price which is a 
trifle higher than the prevailing blended prices they are 
receiving from other dealers purchasing on a utilization 
basis. As he disposes of nearly all of his milk in fluid 
form as Class I, he profits by the fact that, although he 
buys at oniy slightly higher than the blended price paid by 
other dist.ibutors on a utilization basis for Classes I and 
II, he selis nearly all which he purchases at the higher 
Class’ I price... st snouldube understood, however, that 
if the flat-price buyer paid the farmers on the basis of 
his utilization, which is practically all Class I, he would 
have to pay a much higher price than that which he actually 
does pay .". .° One of the important effects of this prac- 
tice is that the ability to purchase at the relatively low 
blended prices being paid by other distributors puts the 
flat-price buyer in a very advantageous position to cut 
prices on milk to the wholesale and retail trade. "12 


ey, Federal Trade Commission, House Document No. 152, 74th Congress, 
lst Session. 
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It should be. noted that there can be little objection to some han- 
dlers selling milk at prices lower than those at.wkich other handlers 
sell] their milk, provided such» lower :prices charged. consumers are due to 
efficiency gi pperat tent However, when such practices: are due to the © 
fact that some handlers are, by virtue of the marzet. structure; able to 
secure milk at lower prices than the other handlex¢: who purchase on the 
basis of the prevailing price structure, the conditions in the market 
become chaotic, and inimical to the best interest; of producers and con- 
sumers. This is due to the fact that such practicas frequently disrupt 
orderly morketing processes, leading to unstabilizadi marketing conditions 
which are not conducive to the poe functioning of? the market. 


Obviously the competition between milk from yn a: sources 
would bring about the results set forth above. 


In view of the foregoing, it should be obvious that most of the 
milk handled in the Greater Boston Marketing Area acttually moves across 
State lines or is directly mingled with milk which so moves, and that, 
in order that the policy of Congress, as stated in the Agricultural 
Marketing Agreement Act of 1937, be effectuated, the h:indling of o11 
other milk in the marketing area must be regulated. 


PART III 


Boston Marketing Areay. - 


teres 


The Supply Conditions in the Area Supplying Milk to the Greater 


: Detailed information relative to certain aspécts of the supply 
situation in the area supplying milk to the Boston markét'was set forth 
in the paper entitled, "Economic Brief with Respect to thé Proposed 
Marketing Agreement and Proposed Order for thé Greater Boston Marketing 
Area", Paper No. 1, Series on Marketing Agreements and Orders, Dairy 
Section, Agricultural Adjustment Administration. e 


The information in the paper noted above relative to the general - 
characteristics of the supply area was taken in large part*from the: 
Census of 1930. Results of the Census of Agriculture for 1935 are not 
available in detailed form, tut it is highly improbable that any 
material change has taken place in such general characteristics as 
types of farm, concentration of milk production, disposition of milk 
produced on farms,, land in farms, the importance of the dairy enter— 
prise. relative to other farm enterprises, surplus and deficit areas 


within the supply area, etc: 
Experience indicates that such factors change slowly. 
A. Location of supply area. 


The supply area for the Boston market extends over the States 
of Maine, New Hampshire and Vermont and reaches into the eastern part 
of New York. Much of the milk produced in Massachusetts is used in 
other markets in Massachusetts. However, there is some milk shipped 
to Boston from the western part of the State and from some producers 
located nearby Boston. The heaviest producing area is located in 
northwestern Vermont while the area within 100 miles of Boston is a 
rather light milk producing area. 


The Atlantic Ocean on the East provides a natural boundary. 
Canada is the boundary on the north. On the West and South the supply 
area overlajs with the supply area of New York, Connecticut and of 
other markets which provide a more or less definite limit. 


AnoSner important characteristic of the milk supply area for 
the Greater Boston Marketing Area is that it is a deficit production 
or supply area, that is, the volume of milk produced in the area is 
not sufficient to meet the demand for milk and cream in the area. 
Thus, as was pointed out before, part of the cream supply for the 
Greater Boston Marketing Area is secured from Middle Western States. 13/ 
This situation is opposite to that which exists in Many markets, 
particulerly Middle Western markets, where the milk produced in the 
areas supplying such markets is far in excess of fluid milk and crean 
requirements. 


% 
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The Greater Boston Matketing Area competes with many so-called 
"secondary markets," i.e., small markets securing their milk supplies 
from the area that supplies milk to the Greater Boston Marketing Area, 
as well as other large cities, including New York City. Much of the 
cream needs of these secondary markets are supplied by Boston handlers. 


7 


B. Number of cows on farms. 


The number of milk cows on farms in the area supplying milk to 
Boston has since 1929 increased 6.82 percent in Massachusetts, 7.25 
percent in Vermont, 5.19 percent in New Hampshire and 8.89 percent in 
Maine. This year there are 141,000 milk cows in Massachusetts; 296,000 
in Vermont; 81,000 in New Hampshire'and'147,000 in Maine (See table 11). 


C. Production per cow. 


Milk production per cow from 1929 to 1935 declined approximately 
7.0 percent in Meine and 6.0 percent in New Hampshire, but increased 
abouts 5.0 percent in Vermont and nearly 2.0 percent in Massachusetts. 
Production per cow has regularly been higher in Massachusetts than in 
the other States in the Boston milk supply area. 14/ (See tables 12-15). 


D. Location and size of country Stations. 


Approximately 90 percent of the milk purchased from producers 
passed through country stations on its first step from the ‘producer to 
the consumer. These country stations are owned and operated by proprie- 
tory handlers and by cooperatives. : 


In the Boston market there are over 100 of such country stations 
spread throughout the milk shed so that no producer needs to haul his 
milk long distances. Information was available on 66 stations in Vermont, 
13 in Maine, 11 in New Hampshire, 3 in New York and 1 in Western Massachu- 
setts. These stations are located by zones as follows: 


Zone : : Number . 
6-12 ti 

Loe~' 16 5 

17 - 18 18 

19 = 20 LS 

on oe uss 

25 - 24 16 

2D — 26 10 

ov - 28 80 

29 -— 30 3 


14/ For volume of production in each state see Part II. 
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led from reports of the Bureau of Agricultural Economics, Division of Crop and Livestock Estimates. 
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These country stations vary considerably in type of operation. 
Those stations nearer the market normally ship only fluid milk while 
those at greater distances ship milk, cream, and some manufactured dairy 
products. Information available for the year ended June 30, 1936 shows 
that out of 60 stations that did no manufacturing 22 stations shipped 
milk only, 31 shipped milk and cream, and seven shipped cream only. 
There were 34 stations that did some menufacturing and 25 of these also 
shipped milk and cream and 4 shipped cream only. 


There is also considerable variation in the size of these 
stations. The same stations noted above were grouped as follows: 


Pounds of milk received from 
producers per day Number 
(1,000 pounds) 


O - 14.9 ol 
Lbvee e.g jl 
30 - 44.9 14 
45 =959.9 ae 
60 and over 6 


E. Transportation of milk to the marketing area 


Approximately 85% of all of the milk transported from country 
stations is shipped by rail. Information supplied by the Boston and 
Maine Railroad from May 1-15, 1935, indicates the total fluid milk 
received by rail at Boston was transported as follows: 


In tank cars 60.1% 
In carlots in 40 quart 

cans 16.0% 
In carlots in bottles 6.9% 
In less than carlots in 

40-quart cans 17.0% 


For more than fifteen years, the plan used in paying the 
majority of producers in this market has provided for a Class I price 
f.0.0. Boston with definite deductions for freight, station and can 
charges. Prior to the Federal License which became effective March 16, 
1934, the deductions for transportation of Class I milk from country 
stations to the market had been the less than carlot freight rate 


= d= 


from the zone in which the country station was located to the market. The 
proportion of milk which was shipped in carlots gradually increased. In 
recent years the use of tank cars has become common whenever the volume 
warranted the use of such equipment. The relative charges for freight by 
the railroads for carlots and less than carlot shipments have varied some- 
what. Since September 1933, the carlot freight rate for milk in cans has 
been approximately 80% of the less than carlot rate. The tank car rate has 
been approximately 70% of the less than carlot rate for milk in cans. 


The Federal License for Boston effective March 16, 1934, provided 
that the deductions for transportation of Class I milk from country stations 
to the market should be whe carlot freight rate for milk in 40~quart cans 
from the zone of shipmen;. This lower allowance to distributors for cost 
of transportation was written into-the License because the bulk of milk 
was being transported in carlots either in 40-quart cans or in tanks. There 
has been no indication of any change in the proportions shipped in these 
ways so that the carlot freight rate allowance has been allowed in the pro- 
posed amendment to Order No. 4. The difference between the less than car- 
lot rate and the carlot rate is approximately 8-3/4 cents per kundredweight. 


Table 16 presents the carload freight rates in cans as set by the 
Interstate Commerce Commission converted to per hundredweight, each can 
being deemed to contain 85 pounds of milk. A 40-quart can of milk does 
not in fact ever contain 86 pounds of milk as cans are never filled to the 
brim and often have dents that would not allow the can to contain its ca- 
pacity of 86 pounds. 15/ 


F. Seasonal variation in fluid milk and cream receipts and the 
fluid milk sales at Boston 


There is a wide seasonal variation in fluid milk and cream receipts 
at Boston from the States of Maine, New Hampshire, Vermont, and Massachusetts, 
Taken together, the seasonal variation in fluid milk and cream receipts at 
Boston from these States varies from a low point of 82.8 percent in December 
to 129.6 percent in June of the average monthly receipts for the year. ‘Thus, 
there is a range of 46.8 percent of the monthly average from the low month to 
the high month. (See table 17 and figure 1). The current trend in deliveries 
per day per dairy to the market is indicated in table 18. 


It is significant to note that the seasonal variation in receipts is 
much more marked than the seasonal variation in fluid milk sales, hence, dur- 
ing a large part of the year, there is a large seasonal excess of receipts, 
over fluid milk sales. This being true, there is strong economic justification 
for the price structure as provided in the proposed amendment to Order No.4 for 
the Greater Boston Marketing Area. 


15/ Discussion on transportation and table 16 adapted from Economic 


Brief with Respect to the Proposed Marketing Agreement and Proposed Order, 
Paper No. 1, Series on Marketing Agreements and Orders, Dairy Section, A.A.A., 
U. §. Department of Agriculture, December 2, 1935. 


Table 16.- Transportation rates in cents per can and per hundred- 


weight, by zones, in carload and less than carload 
ehicne vee! 
: Carload shipments: Less than carload shipments 
‘ Gents : Cents per : Cents ; Cents per 
Distances (miles) : per ‘-hundred—  : per: hundred- 
” can ‘ weigh Cc ; i 
iy 10,inclusive (16. <7 stecdon : 20 : 23.5 
ils eet VEL tec ral sO 21 24.7 
21 ~ 30 tt LN Gaeemeeo Ts 2 oo oe 26.5 
Bia AG " eLearn ose 2 Diego 7.6 
ie 5 M" Pow Game D 25 i deretodes 
Bits. 60 " Oy ioe ca. Cae: 26 Pee 30326 
i ecg 78 boat Ais oe acl 31.8 
fle vee WANT spe en eae 32.9 
81 - 90 " : 23 SSS 29 B44 
Gi 2100 tt yey a als ae abel 30 x 35.3 
Poel cet Ly Misy Je COTE. eh mmm 0 oI rd peace 
Beli: LEO ag eo, Wie he a St Stal 
tet 130 aN ete De | Glc{ 0) sicher ie fc» 38.2 
131 - 140 " ERT lin ee SG.D, 4 39.4 
141-150. " Ove Eels as) OF . 40.0 
151 - 160 i" DN cicd stab 33.5 | 35:5: 41.8 
Pow 70 " Wiapichcr @ ry aula 35.5 3 41.8 
wl. 180 " ERO) we Oe SGeb ae 42.9 
181 - 190 i SOU wre pe oe S7,5 44.1 
190°— 200°. Sa a Gp Ol ier 38.5 45.3 
201 --210 I" Sis COMORES; 45.3 
211 = 220 " 5) 1 oe a0 aale 
221 - 230" big2; Sh aebaseke rat 4) 40:5, 47.6 
col 4 tS Gear Se Stem tios ab] 48.2 
241 - 250 I" PEG athe: OES On a Se ; 48.2 
251 - 260 " ESA Pee Ore ee rol | 50.0 
261 - 270 " a5 re eG) 43 50.6 
271 - 280 " PNGSPe Sie srk es 6.5) 5.3 
281 - 290 " WES iat, iy | Ad 51.8 
291 - 300 i" :) 86) 4 a Aes A 45 52.9 
301 - 310 i" wtS615) Ga ane. 9 45.5 $ 53.5 
Bly = 'G20 " BR Behe Mp a5 46 54.1 
321 - 330 it :: 37 GP 45.5 AG Os a 54.7 
331 ~ 340 i" MAG AD Mee brad. 7 AV be AR 55.9 
341 - 350 I" Peso voneeh pao .s A8 56.5 
351 - 360 " : 39 : 45.9 A8.5. 4 57.1 
361 — 370 " : 39 yeh. S 49 57.6 
371 - 380 M" Pitan er) Doc ketas: Boe rain: 58.2 
381 = 390 u" : 40 a7 6) 50 58.8 
391 - 400 " ‘ 40.5 47.6 50.5 59.4 


oceans mca pep one eeaae tan mneRREna PRS TERE I ama Ts eiume aT AB SRTIORION ST 
Wi Rates applicable to the transportation of milk, buttermilk, curd, 
pot cheese, skim milk, and unsweetened condensed skim milk (not exceeding 
1 percent butterfat content). Converted from per can rate as established 
by the Interstate Commerce Commission to per hundredweight, deeming each 
can to weigh 85 pounds. 
Compiled and computed from New England Joint Tariff -- M No. l 
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Tablewl 7% ties of seasonal vag eene in fluid milk receipts and total 


fluid milk and cream mceipts from Maine, New Hamp-: -- 
shire, Vermont and Massachusetts,.at .. . 


Boston 
: Milk and “ ‘ ; 
Month =; milk equivalent . Milk 
of cream eae : - —— 
Percent abe gts ., Percent 
January } 89.4 — = ae: a ORS 
February 88.0 een ee. 
March : 97.3 ee oe. i OV gree 
April 106.2 em ae 101.3. . 
May Hee 118.1 Hag 1010". 
June me 129.6 ooat: 0) Cpa ee 
July 108.3 ge Paley se 2 
August ; 96.2 ; . 102.8: 
September °° 98.8 oe . 102:3: 
Gctcher | e.g 101.0 ee = 020am 
November “i 6425 6 wy S wo OO Sar 
December ‘o 82.8 3 Ree ce Peete hy) 
Average °: 100 man ae 100.0... 


Computed by Dairy Section from reports of the Bureau of ne 
' . Agricultural Economics. 
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G. Daily variation in receipts of fluid milk at Boston 


There is a marked seasonal variation in daily receipts of fluid 
milk at Boston. While daily receipts are not to be considered as con- 
stituting daily sales of fluid milk, they are nevertheless some indica- 
tion of such daily sales. This is due to the fact that handlers operat— 
ing country stations in the milk supply area for the Greater Boston Market— 
ing Area ondeavor to correlate daily receipts of fluid milk and sales of 
fluid milk as closely as possible, through shipping greater or lesser 
emounts of milk from day to day as daily changes in demand conditions 
warrant. ee : Sees meee 


_ During the year 1934, the lowest receipts for any day in the year 
were 76.8 percent of average daily receipts for the year on December 30. . 
During the period July 3, 4, and 5 daily receipts reached their highest 
peak, being 121.9 percent, 117.5 percent, and 126.3 percent, respectively, 
of average daily receipts for the year. The range from the low to the 
high point in daily receipts was 49.5 percent of average daily receipts 
for the year. Although there is a sdéasonal element in these comparisons, 
it should be evident that there are marked daily variations in the sales 
of fluid milk in the Boston market, ‘even though figures with respect to 
the daily variation in receipts are not a precise approximation to the 
daily variation in sales of fluid milk to consumers. 16/ ; 


H. Current supply conditions in the Boston market 


With the very chaotic conditions in the market and the very high 
prices of grain and other feeds, deliveries of producers for. the Boston 
market have fallen far below thgge0f last year. (See table 1o4)- in 
January 1-15 of this year deliveriés were 7 pounds per day per dairy 
above last year. But in May 16-31 deliveries were 54.5 pounds per day 
per dairy below last year, a decline of 13 percent. 


The daily average milk and cream receipts as reported by the 
United States Department of Agriculture also show a decline from last 
year as follows: (Data are numbers of 40-quart cans) 


| May 1937 May 1936. 
Ma Lx 15,481 15, 609 : 
Cream 1,866 vos 
Western cream 500 552 | 
| | RANGE 
There has been in the last few months a considerable: imewease in 
the price received by producers in the Boston market. But even the © 


16/ Adapted from Economic Brief with Respect to the Proposed Marketing 
Agreement and Proposed Order for the Greater Boston, Massachusetts, Market- 
ing Area,Paper No. 1, Series on Marketing Agreements and Orders, Dairy 
pecbion, A -AsAe. Ue. Department of Agriculture, December a. LOSS 
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Table 18. Average deliveries of milk per day, per dairy, 
. delivering to handlers at Boston, 1935-1937 


a a a aT ES IO 


Month = : 1935 1936 : 1937 


Pounds Pounds Pounds 


January 1-15 | PIS 2 On ek 4207 ley 8149 16 
Tek Lopes ee crea Ai SY sGr cue (hr A418 y sige 14s .9 
February 1-15 ARG Ter 246,50 ren 14By 1 
i 16-29 AsO; Ge rahiby.Oe wnetsse? 
March 1-15 we16143 t+, L6673. Manetooel 
"16-31 Waco ': 84. Se oleae 
April 1-15 E189 ON tus). Syke G1 9SE4e 
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Compiled from data supplied by W. H.Bronson, New England 
Milk Producers! Association. 


highest prices paid in the market in May have been exceedingly unfavorable 
relative to the current high prices of feeds. ‘The estimated average price 
for the market is the lowest on record in terms of purchasing power of 
dairy feeds. The average price paid in the market during the 1921-1934 
period would purchase 90 pounds of grain but the average price in May of 
this year would purchase only 65 pounds. 


Wholesale and retail feed prices have shown nearly a 50 percent 
increase over those prevailing last year. For the first five months of 
1937 the average price of seven feedstuffs, as indicated in table 19, was 
$43.27 per ton, while the corresponding price. for..the year 1936 was only 
$33.00 per ton, an increase of 31. percent. Compared with 1935 the aver- 
age prices of feedstuffs in May were 39.5 percent above the average price 
in 1935. The corresponding index number for 1936 indicates that in 1936 
the average price of feedstuffs was only 3.6 percent above the level of 
the NAAT year. 


Costs of feed rations as quoted by the Extension Service of the 
University of Vermont have also increased rapidly during recent months. 
In April 1936 the cost of ration I ky was $31.34 per ton while’ in April 
this year the price increased to $48.61, an increase pf 55 percent. The 
cost of ration II in April 1936 was $29.92 per ton while this year in 
April it had jumped to $46.22 per ton. (See table 20.) In the Boston 
supply area the costs of feed concentrate have a very important relation— 
ship to the costs of producing milk. Producers in the Boston market raise 
very few concentrates end must supplement this home grown feed heavily with 


‘purchased feeds. 


According to a study made by the Vermont Agricultural, ‘Experiment 
Station,18/ which indicates the various types of roughage and. concentrates 
fed on dairy farms in four dairying areas which supply milk to the Boston 
market: the southern New England dairymen contacted fed 2) 357 pounds of 
purchased concentrates and only 38 pounds of farm grown grain; Maine-New 
Hampshire dairymen fed 1,474 pounds of purchased feed and 68 pounds of 
farm grown grain; in northern Vermont, 1,207 pounds of. purchased feed were 
fed as compared with 153 pounds of farm grown; and in southéastern Vermont, 


1,112 pounds of purchased feeds were used as compared to 29 pounds of farm 


grown grain. This: study shows similar figures for farms..in the Middle West 
(Ohio, Indiana, Michigan, Wisconsin, Iowa, and Minne sota) where only one- 
fifth to one-half of the concentrates fed were purchased. ' 


17/ See table 20 for definitions. 

18/ Studies in Vermont Dairy Farming, VI, The Position of Northern 
Vermont among American Dairy Farming Regions, Vermont Agricultural Experi- 
ment Station Bulletin 307, November 1929, page 12. 


~~ J 


anise ee ee ee 


ns tes 


“poos pue poog ‘ACH 
JO UOTSTAT( ‘SOTWOUOOF [ein [Nolisy fo neoring oy4 fo syzodez wory pottdwog 
‘utozoid Yee [2 
‘pezyetodze4ur /T 


ee | : 
an oe os oc: : : 3 Gh te aes tes + eceguisoey, 
ene Ot) et GL tLe ee 5G oie Garo er 9051s (204 Bees 9°22 : 69°22 : <Zequeaon 
Pees = peesBe== : 208706 erg 00) cueenng. 6 CMe Obed’ 113/108 “Oca eGo Scgaeemmo ce 1090400 
Gicss : 82°92 i f6°6¢ 7 EGE Geet 8S°be =e Soe? fener dee: Ts°22 ! OO°e2 : sequeqdes 
eo 82 ctio OL'S¢ — + .88°6e Meae0) car eer ge ss CORO 8 (Ti Gren a ec oak are ars qsneny 
4° G6 PeOng Or 2s! eaete-od ede ee ns OC en” Gare. eee oe Ree Oy oe On te : Aqne 
Perot 2 AG Gt 3 00. ce poe Ge+0G. = Ci Gh sie Le a hand (Gwen, OG be weet ls ices oun 
BeG0l- > done t+ . STEE re Cero ee OC lia he ean Ge eco pceem uae eb Lewy 
Berl ete He — be GBS Tk eG 106 see Th ae PG 8G, Mere Ge Pee G12 16 mee Gb se Ttady 
Peer: Gt Sas Ger cf EPR G He Ce the GOGS ete 7c ME G06 2 er eR abe: yorent 
Meer eho 2) 22 Ge GS. pe GOEL GP GL Gh ao Gl tate = OR On = Gls oe eaes ee ee 
peel aes eel coe 8 OGL S OOS / TROGH es OSe Sie see Se ht ee Gtrel yee CoS Arenue t 
; apne 2 : : | oe 
; ee EEN: ee, “——GO Ge. SO'S2 : SBBIOAT 
5 ine Uofoe Ss OER SOE a Pet, eee One zoqueseq 
Be, Vea eee Gar oe so SEENOSGS er Oh ee ch oe eet tee ee GOs OS eens 0G "bc eam ee 
adie ed See eaes eEOgeCe MeCT Greene Gitar oem Olect as We U0 Sc aeanerC 18q0400 
Beer tt tt ch 0S = Gea’ POC eS eafCT Ch: ae GT 1h cae C0 th of me toc ppeeetb ec | Lana 
ep rc OG ne Goce : Q8tos «/TG6°TH =: G6°6 eons 9S coh be’ GOMe- G6°6e : 4SnEny 
Bolg GOTT Se ae GG2G2 N earsGsag/ (Or OS Oe a Ober 1 Eciege see Aqne 
BG OOO Va - - On Ge e ecOeee te he OL cee on a Ot) oem oo eee eune 
ee. 2 06S)hE- ER ae OS Ce SeGGehe = soe ae © 80 OG GOSS a erode tye eke eencUndae Ley 
a6,  td9t6e = a Oleh SHOR 0d wee Ge ee OR SGT eG, Sra) Cee Gre i PO cc Ttady 
Oe + 66°08 - - of" %e conde PaGe he S SCa*Ce Peso SC Pe i OGr Ge ae Seale cas YOLey 
mece. = SHO (ORS GGeGe GSFC, GGeGG: =a 0ss6o + 4 Ol ye emer 6c ge eee 
Weer 2 979c = GRsGe PS CG Hes 0G ee 8 GOST Ne Ge Oe ea ace Arenue ¢ 
: : Enis 
qusored ; SfeTToq : SHeTTOg | Sasttod : sTeTpom | Seto" : STeTTod: “SIeTTOd: “STeT{od : 

OOT=SS6T Slnyspeos : pees See C yan ane (Th) 3 (nk) : SPUTTPPTE weiq } 
Ssjynqspeey : weaves : AUTUOY : pees ‘toot =. Tuoul |. [eem. +  7eoym ' 4 eOUM ' y4uow 
eBSEIOAS JO eotad } oo TUM ‘ wueqnty : pees ‘ pees : poesuty: sutads - gutads : pue ie9et 

sZeqmmu Xepul © eFereay: '-u04409 : -wu04409 | ‘prepueis | paepueqs : 


ER a a a a cece SE SNM DAD a DIST a 


2 ; 


(*STseq 4zeIp 4ysTS ‘SsyOTIed UT ‘U04 ied ‘peszeq) 
sjjnyspees jo seotad eSereay -:S1LLGSNHOVSSWN ‘NOLSOd -*6T OTAeL 


€ . : See e 


= a 


‘pee pue poor ‘ACH Fo UOTSTATC 


ut ‘uoq zed ‘pesseq) sgynqspeesz jo seotad ese1oay 


ALTSUTUT TEL 


(StTseq 4gerp qUusTS ‘SqzoTIeO 


f 


: SLEESAQHOVSSYN 


‘soTmOUOOm TeinyTnotisy jo neoing ey jo syzodez wory pettduog 
suotqyejonb ATyeom jo esereAy 


‘NOLSO@ 


ie 


oSerLeae ,sysom 6 poyeutysg §=/T 
: - . stn Ok és OS2ID AY 
rsquedsg 
: LIIqueAohN 
1890490 
raque,des 
qsneny 
AqTnL 
ee oun 
G*6eT S Ritith «=. OOH «6: (OG TH C/T 06°05 16°8h 3 #. 88° Oh 12°Ty = 900, = [yp SRR 
Gee «GG. fE 00°Sh =} | OST YT aG0G nS Si YE a Ch i 6th f° 90tHR Tidy 
eee Gee fe GS Oy es (ED OS Se SO On Sree 0 62 OL Ge YOLeyl - 
Pee Fy fe cl°On 2° Sl ty + eoGh am OG°2T fT 83°2y : TEBE TEBE oy Arenzqeg 
ee 2 ce fe Gl Cr OCT itpe ee cote, me co 2g ee Ba Ope ee Ge Ly eee Ooty eee Arenuee 
= a : “Teom 
Meee ee TOS 2-06: GOS LT ee Gee 9G "LE Oo GS meee LT sete OF CL OAT. 
Fe Cee, | ee i fe OS (OTTO E TS Ol t= SG en eT Oh ties Gibe >. Ge'gg i. aequeceg 
aa etme once fe eccen ee 29° a Loch ee LB On a Sete Hels + th GE =f TOQUOAON. 
ee Oa COPS OOO RST Ti eT OL Ot OG eee a ere I9Q0490- 
PeetL os Lee meggrag bm -et Te Pe ols teed OL 6S Ae Cache Glee Ols6c eee to quaosay” 
eee 6S On cliche) © GO'Stee TOS ch 627 0h fT SHG 3 HGS 8 O0TEE qsneny 
eee GG Geet el eft Gli Gl “GES <6."Ofeee = ob eae 9° OC fos Ata 
i LS eg Cogeco 00 ce ee 09° WE Licence O0°t2 aes oune 
Gees eceGaem: = Otc oe --OL “Tae 01cm ti Oe er Ci clan = 900k Cee comme Keyl 
E38 epee) Glaeeee. Go-To tl Te, le Ge ee COs fice we oss eet Trady 
0728 tiottece. | c6- Poee + 09°92 a= 09 0G) TL “Gc "ae 06 "ORs ee Ocoee ee So cc eee YorLeyy 
Tage Meme see. SesGee ee eee Whe Seo 0 ec ee OL oc Meee, Hee 
3°99 emcee ae 3 80h me Gli 09 Teena COLOS "Se COtem ss Glace Too ae krvenue pr 
: OL6T ° 
quoor0g SzeTtod Sacttog  “SaeT;od +=SaeTTOd “SxeTTOd . SVTTIOG ~SIeTTOd SIP TTOd 
QOOT = GS6T : SEyMAspoog, poor : Ste (tt) Gyo) . SSUTTPPTH : ueig ; 
sqgnispoor : uonog : AUTMOH - poog . : Teor ‘ Teoyt + . Teoyy ‘ Zeous } yeoum: -UQUO} - 
eSereae fo: eotdd O4TUfy : ueantTy peos + pees. + pessuty emoj. SUTIAS ee SUTTOC., : pue. Teo - 
siequnu xeput  eSereay : :  -1109400 + —U04909 } . prepueyg : parepuegs : 


oo 


96° 


: B6°L¢ 
ricGrGe 
‘16°62 
Pome + bbe 
OO*HH | O° OL 


Bc °Ts 


63° 9h 


Tt°9_  ! 09°08 


TT et: 


-£TUAZUOM pousttTqnd 


‘90TAION UOTIEY ‘BoTATAG UOTSUS4YXE ‘oIN4[NITIsy FO SeFeT[O) ‘4uomASA Fo f£qatsqeatug worsz pettduog 


-T uotqgeg weyy syustpersut sedeeyo SUT PNTOUT SINAXTW STQeTIeA @ SEM TI UuoTAeYy [2 


48° TE 
Go- Te 
SPARS 
90° TL 
G3°T¢ 
eas 
B0°GE 
Bo" Le 
ihe 
Bo GS 
Ly" Oh 
Bo Th 


SIUTTON 
sh 


eotad fe I 


ee*Tk 
BLS 
Hol? 
6 °SE 


corse 
64° Of 
10°62 
26 * TS 
GL 0k 
OT°0F 
t6°82 


wee dew nmwererneesewresusnnsceosousownroeweoesseranerese 


Siler LOC 


I uoTqeg 


Pe ee ee ee 


9) 82 
49°82 
t6°82 
eie0e 
ql es 
8r°Le 
8T°Ge 
c6 * +2 
19°Le 
83°Te 
Ghete 
co'te 


SIE TLOG 


“Teo [TIO peesutT spunod QQ2 pue 
‘Teo peesuo0,4oo Fo spunod Qo¢ ‘ueiq yeoym spunod OO ‘Tem Uo FO spunod OOh pepNpoUT J uot ye" {tt 


STETLOG 


; uo4 tod ootad /T I uotqeg 


LE6T Trady 


-$6GT ATenUeLE STOWULeT JUOMIO/ &q pred ssotad poog [teqow -*Oe STgGUL 


Seer 1 GG:em ©) Gytkhy 3° GOT 
Pec ie G0 to Soul Seon te 
ee pee Se 2 GOR BGR 
eae re eG kG ws OOMTH. te Gert’ 
owe due Gee wk Gh ee 
: ep Oau oe te Cont a HE Glee eos tet 
serge = ce (6 1 OC me OG 
TG 1S). 89°04 = 2>6nsck. S22 02592 
Polen ete) cab he ee a 
Oc eee ute Peer eck te 
Oyen © ue Gee = Hey. = Soaee. ee 
eos - }. ee —° Oot os) Charo. wee ae 
et eEnod : : SIETTOG 


er 


LIaqusoeq 
IOQueaocy 
-I9qQ0490 
Jequeydes 
qsnany 

& acute 
eune 
fey 
Trady 
yorLen 
ATCNLIGS T 
-ATenue lr 


Wy uO} 


- 40 - we 


ook 


I. Organization of the milk supply for the Boston Market 19/ 
l. Producers 7 | : 


Many of the producers in the Boston market are members of 
cooperative associations. The largest of these cooperatives is New Eng- 
land Dairies which is a federation of 12 smaller cooperatives of which 
New England Milk Producers Association commonly called N.B.M.P.A. is one. 
The N.E.M.P.A. operates no plant but its members deliver milk to dealers! 
plants and to twenty-seven plants owned and operated by ‘the New England 
Dairies. In addition New England Dairies operate as a selling agency for 
the producers delivering to five other plants. eR ae 

Besides New England Dairies there are seven other cooper- 
atives in the market. These cooperatives vary widely in scope of numbers - 
but all operate country plants and all milk from members is received at 
these plants. a . 


2. Handlers 


There are nearly 400 handlers of milk in the Boston mar- 
ket. Many of these handlers are very small. About 117 of these buy all 
their milk from associations of producers. -About 150 purchase no milk 
from producers selling only their own production. Others buy milk only 
from local producers who deliver direct to the city plant. The 26 largest 
handlers operate country plants and buy milk direct from producers at 
these plants as well as at their city plants. 


_ Although the number of handlers is large the milk of the 
Market at some point or Other in its route to consumers is fairly well 
concentrated in the hands of a few dealers and the associations. 


Se Cat 


© 


19/ For fuller discussion see Economic Brief with Regpect to the Propo see 
Marketing Agreement arid Proposed Order for the Greater Boston, Massachusetts, 
Marketing Area, Paperino. 1, Series on Marketing Agreements and Orders, 

Dairy Section, A.A.A.; U. §. Department of Agriculture, December 2, 1935. 
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PART IV 


Demand Conditions in the Boston Marketing Area 
A. Business conditions - purchasing power of consumers 


The monthly indices of employment and payrolls, respectively, in 
manufacturing industries in Boston during the period November 1931 to 
March 1937 are shown in tables 21 and 22. Employment in manufacturing 
industries, as indicated by the index of such employment in Boston in 
December 1936 and March 1937, reached 102.5 and 99.3 percent, respectively, 
of the employment in November 1931. Employment in Boston in December 
1936 reached the highest peak since November 1931, as compared to 80.9 
percent in March 1933, the lowest point reached by the index of employ- 
ment during the depression. 


Payroll totals in all industries in Boston, as indicated by the 
index number of such payroll totals, show a marked upward trend since 
March 1933, when they were 67.1 percent of November 1931. Payroll totals 
in December 1936 were at the highest point since November 1931, being 4.6 
percent above the November 1931 level. In March 1927 payrolls were 4.0 
percent above the level of November 1931. Both the index of employment 
and that of payroll totals show sharp advances in the first three months 
of 1937 over the corresponding months of lest year. 


Index numbers of employment and payroll totals in all industries 
in Massachusetts also show increases since November 1931. Employment 
totals in all industries in December 1936 were 7.3 percent above November 
1931 and payroll totals in the same months of 1936 were 12.6 percent 
above the November 1931 level. When compared with the indices employment 
and payroll totals in all industries in March 1933, the lowest point 
reached by these indices during the depression years, the December 1936 
employment and payroll totals were 27.5 and 50.5 percent, respectively, 
above the March 1933 level. Both indices indicate sustained improvenent 
in industrial employment and payrolls during 1937. (See tables 23 and 24). 


The index of the cost of goods purchased by wage earners and low 
salaried workers has increased somewhat since 1933 to offset, to a small 
extent, the increase in employment and payroll totals. However, the worker 
in Boston is in a much better economic condition now than he has been for 
the last five years. (See table 25.) 


Further evidence of improved demand conditions is contained in the 
Monthly Review of Industrial and Financial Conditions in the New England 
District issued June 1, 1937, by the Boston Federal Reserve Bank, which 
records the following: The number of wage earners employed in Massachusetts 
and aggregate payrolls increased 0.6 percent and 2.8 percent, respectively. 
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from March 15 to April 15, 1937. In contrast with these March to April 
increases of this year, the records for the lé-ycar period 1925-1936 show 
an average decrease in employment and payrolls in April compared with March. 
The manufacturing industries in the Boston Area are diversified and general 
economic conditions in the area are not greatly affected by the operation 
of any single industry. The total value of the ten leading industries does 
not comprise as much as fifty percent of the area's total. In the léad-= 
ing industry, manufacture of woolen and worsted goods, the daily average 
wool consumption in New England during April 1937 was 1,295,000 pounds 
compared with 860,000 pounds in April 1936, an increase of 50.6 percent. 
Sales of Department Stores in Massachusetts for the first four months of 
1937 were 7 percent higher than during the same period in 1936. The pro- 
duction of boots and shoes in the New England States for the first four 
months in 1937 was 20.2 percent higher than during the corresponding per- 
jod in 1936. A seasonally corrected index representing the volume ( square 
feet) of residential building contracts awarded in New England during April 
was 52.0 percent of the 1923-24-25 average. In March 1937 this index was 
51.2 percent, and 30.1 percent in April last year. A similar index repre- 
senting the volume of commercial and factory building in April 193 was 
42.3 percent, 42.1 percent in March 1937, and 27.0 percent in April a year 
agoOe These data indicate that business activity in some of the major 
industries in the Boston Arca have been steadily improving. With economic 
conditions in the country as a whole improving steadily, somewhat the same 
general improvement in conditions in Boston may be expected. 
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During the early months of 1936, according to a study made under 
the direction of the Market Administrator, milk is distributed to relicf 
recipients through Federal, State and Municipal agencics by a variety of 
systemse Two Federal transient stations maintained in the Greater Boston 
Marketing Area dispensed nilk in volumes varying from less than one thous- 
and to more than four thousand quarts per month during the period January 
1934 to June 1935, at prices ranging fron eae to 9-3/4 cents per quart. 
The Massachusetts Department of Public Welfare does not purchase nilk 
for genoral distribution to relicf recipients but supervises numerawus 
State and municipal institutions which purchase milk for imates. The 
Department of Welfare keeps no complete record of such institutional 
purchases. 


Information was secured relative to thirty-seven municipal welfare 
boards, and it was found that twenty-five make direct grants of milk de- 
livercd to the home, such grants being made only because of infant care 
or nisuse of cash disbursements. The gencral practice is to donate cash 
and grocery orders. Records kept by these authorities are incomplete 
and from such figures as are available, it is not feasible to attempt any 
conclusions as to quantities of milk consumed or trends in numbers of 
clients on relief. 20/ Information is not available relative to the relief 
milk situation in the Greater Boston Marketing Area at the presont time. 


20/ Adapted from Paper No. 1, Series on Marketing Agreements and Orders, 
Dairy Section, Agricultural Adjustment Administration, .op. cit. 
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C. The trend of milk consumption in the Boston Marketing Area 


With the much better business and payroll conditions in the Boston 
market it can be expected that the trend of milk consumption will be up- 
ward. Fluid milk receipts as reported by the United States Department 
of Agriculture have often been used to indicate the trend in milk consump- 
tion but during the last several years there has been considerable change 
in the method of operations of. dealers and the distribution of receipts 
between rail and trucks so that these data are useful only in giving a 
general index of deliveries. 


D. Consume rs'response to changes in the retail price of milk 
in Boston 


Studies which have been mace of consumers! response to changes in 
the retail price of milk indicate that a given change in price is associ- 
ated with an opposite change in sales that is much less than proportional 
to the change in price. In other words, within the limits of conclusion 
derivable from such studies as have been made of this problem, it appears 
that the coefficient of elasticity of demand for milk is much less than 
unity. 


A similar study of price increases during the period License No. 38 
has been in effect discloses somewhat similar results. The first increase 
in the retail delivery price, amounting to 9.1 percent, resulted ina 
decline in estimated average daily Class I milk of only 1.6 yercent. The 
second price increase, which amounted to 8.3 percent resulted in a decrease 
in the estimated average daily Class I milk of only 1.0 percent. 


E. Seasonal variation in sales of fluid milk in Boston. 


Fluid milk sales in the Boston market as in other markets vary very 
little from season to seasons During the period 1922 to 1931 sales ranged 
on an average from a low point of 95.9 percent in December to 106.8 percent 
in July of average monthly sales for the year. On the other hand, the de- 
liveries of milk for the Boston market have a wide seasonal variation. Con- 
sequently during certain seasons of the year there is much milk not sold 
as fluid milk which must be converted into cream or other manufactured pro- 
ducts (mainly cream in Boston). 


F. Sanitation requirements 21/ 


The Commonwealth of Massachusetts, through its milk regulation board, 
concentrates its annual inspection services on dairy farms within the State 
boundaries and issues certificates of registration against such inspections. 


a 


21/ A longer discussion of Boston sanitation requirements for milk is 
given in Paper No. 1l., Series on Marketing Agrecments and Orders, Dairy 
Section, A-AsA. U.S.DeAs, December 2, 1935. 
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The thirty-seven municipalities comprising the marketing area, through 
their local health boards, supplement the work of the milk regulation board 
in their om localities, funds permitting, and work in conjunction with it. 
In Boston, for instance, the Division of Dairy Incustry of the Boston 
Health Department inspects cairy farms located outsiGe of Massachusetts 
boundaries and issves permits for dairy farms within its own corporate 
limits. In addition, the Division of Dairy Indugtry of the Boston Health 
Department inspects Dairy farms located outside of Massachusetts boundaries 
and issues permits for dairy faimers to ship milk to the metropolitan mar- 
ket if their farms pass inspection. In this connection, it should be noted 
that the milk regulation board recognizes such inspection and issues certif- 
icates of registration against them. 


All municipalities in the Greater Boston Marketing Area are governed 
by the laws of the Commonwealth's Milk Regulation Board. An inspection of 
these laws indicates that all pastcurized nil, tho ost common typo sold in the 
area, must show a bacteria count of not more than four hundred thousand 
colonies before pasteurization and not more than forty thousand colonies 
per cubic centimeter when delivered to the consumer. 


The foregoing should be sufficient to demonstrate that the milk 
coming into the cities and tows comprising the Greater Boston Marketing 
Area is all of such similar quality that it all enters into competition 
throughout the marketing area. None of these towns is s® segregatcd tha 
it has its ow peculiar supply ard demand factors that are unaftected by 
the supply_and demand conditions of the rest of the area. 
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PART V 


Prices in the Greater Boston Marketing Area 


A. Farm prices of milk sold wholesale 


The average annual farm prices per hundredweight of milk sold 
wholesale in the States of Maine, New Hampshire, Vermont, and Massachu- 
setts for the period 1909 to 1936, inclusive, are shown in table 26 and 
figure 2. During this period these prices reached a high point of $3.61, 
$3.82, $3.46, and $4.52 per hundrodweight in 1920 in Maine, New Hampshire, 
Vermont, and Massachusetts, respectively. During the depression of 1921 
these prices declined materially. Beginning in 1924, farm prices of milk 
sold wholesale again resumed an upward trend, reaching a peak in’ 1y2oor 
$2.86, $3.05, $2.85, and $3.40 per hundredwoight in Mainc, New Hampshire, 
Vermont, and Massachusctts, respectively. With the advent of the depres- 
sion in 1929 and 1930 these prices again declined materially, and reached 
a low point in 1933 of $1.72 por hundredweight in Maine, $1.71 per hundred- 
weight in New Hampshire, $1.50 per hundredweight in Vermont, and $2.15 per 
hundredweight in Massachusetts. Since 1933 these prigss have increased 
somewhat, but are still materially below 1929 levels.2% 


B. Milk handlers! average buying prices of milk used for city 
distribution 


Prices paid by handlers for Class I milk testing 3.7 percent butter- 
fat in the Boston market (f.0o.b. city) by months, August 1919-May 1937, are 
shown in table 27. From the high point of $4.882 per hundredweight during 
September-December 1920, such prices fell to their lowest point in March 
1933 when a flat price of $2.06 per hundredweight was paid for all milk. 
Federal License No. 15 became effective in the Greater Boston Market on 
November 3, 1933, and the price reported for that month is $3.02 per hun- 
dredweight for Class I milk. When License No. 38 became effective on 


March 16, 1934, superseding License No. 15, the Class I price was establish- 


ed at $2.95 per hundredweight. There was an apparent reduction in the 
price to producers at this time, but the eclimination of certain charges 
borne by producers, and the reduction of others, resulted in a price actu- 
ally paid producers estimated from 2 to 7 cents per hundredweight higher | 
than before the price change which became effective March 16. The country 
station charge was reduced from 23-1/4 cents to <0 cents; a 10-cent charge 
for weighing and testing milk trucked direct from farms to city plants was 
eliminated, and the allowable freight deduction on Class I milk shipped 
from country stations was reduced from the less than carlot to the carlot 
rate. Subscquently, the Class I price was increased to $3.26 on October 
1, 1934, and to $3.49 on February 24, 1935, at which figure it remained 
until July 16, 1935, when it was reduced to $3.02 per hundredweight. In 


a ep ee 


ge} See Part I, table l, for s discussion of farm prices of milk 
sOld wholesale in the four States during the first four months of 1937. 


Table 26.- Farm price per hundredweight of all milk sold vholesale 
in Maine, New Hampshire, Vermont, and Massachusetts, 
1909 to 1936, inclusive 
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Year . Maine New Hampshire . Vermont Massachusetts 


: Dollars per cwt.: Dollars per cwt.: Dollars por cwt.: Dollars per cute ia 


1909 : - z ressh/ | 2.28 
Te10 eve 1.89 Thats 2046 
ea 1.71 1.90 1.49 2.42 
eke. 1.84 te ; abe 2.45 
1913 : 1.89 2.08 1.58 2.56 
1914 : 1.90 2.03 1.58 2.51 
Tere: 1.88 E02 1.54 2.50 
1916 : souls pols aed ertea 
1917 : ere Pee) Bee 2.88 
1918 : 3.52 3.68 Bro 398 
1919 : Be55 : cera 3.41 Le’ 
1920 : 3.61 3.82 3.46 4,52 
1921 : 2.88 2.97 } 2.53 3.82 
1922 | 2.49 2.55 enol 3.16 
1928 : 2079 290 2.63 3.40 
1924 : 2.52 ae 2.35 3.16 
1925 : 2.59 2.78 2.51 3.11 
1926 : 2063 zien) Btyek, Bee 
1927 : 2.78 ; 2.90 peel Holy 
1928 ! 2.86 2.93 Bee 3.30 
1929 : 2.86 3.05 2.85 340 
1930 : 2253 2.79 2.50 eco 
1931 | 2.00 : 2.14 1.85 2482 
1932 : Upuse te fe 1.50 2.80 
1933 : are pea 1.50 : eas 
1934 : 1.93 1.98 Poe 2.44 
1935 : 2.02 ; ole 1.87 2679 
1936 : 2.02 Bese Lo? TBs 


1/ Five months (August to December) average. 


Compiled fron reports of the Division of Crop and Livestock Estimates, 
Bureau of Agricultural Economics, United States Department of Agriculture. 
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Order No. 4, issued February 9, 1936, the Class I price was increased to 
$3.30 per hundredweight. 


An immediate price decrease followed the suspension of Order No. 4 on 
July 31, 1936, and the price continued to decline until in May 1937 it 
varied between $2.325 and $2.635 per ele: 


The above-mentioned increase in the Class I price on October l, 
1934, was made after taking cognizance of several factors, such as (1) 
production costs as influenced by the 1934 drought which reduced supplies 
of home-grown feed and caused considerable increases in the prices of 
commercial feedstuffs; (2) costs as affected by rising prices of commod- 
ities which farmers buy; (3) costs as affected by an increase in wages to 
farm labor brought about by an increase in industrial employment in the 
New England area; and (4) reduced supplies'in relation to demand. The 
price increases which took place February 24, 1935, were occasioned by a 
further upward trend in feed prices combined with only a moderate seasonal 
increase in the total supply of milk in the market. 


The decrease in the Class I price, effective July 16, 19455, re- 
sulted from heavy increases in supplies due to more favorable production 
cOnditions and from the fact that the Boston fluid milk price was becoming 
"out of line" with cream and butter prices as well as with fluid milk 
prices in neighboring markets. 


The increase in the Class I price February 9, 1936, was made after 
taking cognizance of short supplies of feed, high feed prices, and favor- 
able demand conditions. Since the suspension of Order No. 4, occasioned 
by an adverse court decision, Class I prices declined materially and are 
now considerably below the price specified in Order No. 4. 


C. "Surplus" milk prices. 


Table 28 shows the "surplus" milk prices f.o.b. Boston by months 
from January 1919 to September 1936, and yearly averages from 1919 to 
1935, inclusive. 


. Table 29 shows the difference between Class I prices and "surplus" 
or Class II prices in the 191-200-mile zore during the period May 1918- 
November 1936. The yearly averages of such differences amounted to less 
than $1.00 in three years during the’period, i.e., 1931, 1932, and 1933. 
The highest yearly average difference in the two prices obtained in 1921 


when it was $1.75, and was-lowest in 1931 at $ .81. From this low point 


the difference between Class I and Class II prices increased to $1.26 in 
1934, to $1.24 in 1935, and an average of $1.29 in the first eleven months 
Gi #19566 


The Class II price formtilas: used at different periods since the 
effectuation of License No, 38 are shown in the following outline: 


o % ne 


a 


“V°d°N°H*N pues “sotwouoog [eany[notssy Jo nvoaung ‘omy Tnotasy jo qyuomyaredoq *g *q oy jo sqaodor WOT poyVpTNoTeg 


*quowgsnfpe of yoofqng 

“CO"cs Of UMOP poqsnfpv s¥m ootTad yoren 
ALEVUCE UT HG°e8 04 
6. “es “TSG AIOP “Sere te ia ee 
“oCea¢ ‘T¢-) arequooeog °*G)/*2h ‘0-T Toqueoeg 
‘ooTId SUTTLOS O41-Ur pue 
:SIOTSOP UT opeM sem yzenbd aod AT Jo uOTYONpoOT puODOS ¥ eal ec *TO-9 srequooaq "STH ‘]-[ soqueosq 
"U902 OU OATYOOTSS ‘HTtw GL ee IOZ 4rend sod AG 04 poouweape eotaid AtnL 

"TL "So Th-OT ACH “OT ens GT eee 

*eoTid 10449nq OL00S—-2e6 UoYSOg UO poseq ST 4UstTOMpoerpUMU aed qegzeyqna ZOT/T JIod eo0UeMOTTY 


"quouzsnfpe 04 yoofgns ‘e¢ret-ooset /TT 

Se. “7 ATCNUGC OF SATIOVOTIOI Opeu pue 
posueyo sem ATddns jo yzed az0ojg sotasd uoysog 6 
"o9°2¢ *Th-6 AUN -ekeedh *9-T Lem /T 


ol 


[et 
[Ot 
cg Worst 


QO 
wv 


[9 


ee aoquooeq ootid Suténg 


TA 


— 
Ne 


VAN 


“UOTINGTIGSTP AYTO JOf. WIOF PINTF ‘UT pesn ALtw z0Z pted sotad ‘eat ‘yTtm OTseq Jox sotag fee 

: ; rm GbOrgs<* O8ret |< lar cs aero 
; : GOS tombe: 3 - Gules me Gece a, bo ed meered 
Bets Obte sre Beret: “Ste 4 KO6te ss “Ele GOs Oy LE el ea Osc Seen 1 Gree | ae eee 
ese c0*S gp KG0°S 23 SSOre 3 SeOte ot (e6°s Menkes % Cust Ghes Me Gi et cones S20R Ges Sc" GEG e 
Hore ae ee Ge" Cor Oa e et Obs a te ae : ae ; ie o§G6°C) ee GGe § - Chega Oe ae : 4661 
Bo eee d0°e fry e078 pa tote i ied ot LS *e ye76h*e Br6L te Japol*e Pro tre. Woe Me tt cnc ce eee 
on Poe ol die 20276 3 GL se ebb eu Lire g8G"2 a tnGe2 fae azar meee eee > 2S6T 
Ramee get fect emer Ge’ Vie an Plot hs) oets ee eehta Ghee amblte + Shte) bleee a peg ec eee 
1 Gort 1 (Ges"s eRe Eh ac EB Bie 8 Le 61 oth gees a eases via :., Gt oh (60S. 6B ees i meee 
Berio we elie: Sta: US ee ES: LOTR eth >}. alte Se o6Teh | bh Gite Beod ae 26 pa 86ceE 
pee oe ee ie OLN SG ay cea th er OR sh. i elie Sol eC} Cet. Cita eene heme otra cea a 
eee See es Se cipmee en TS eel oG to fo ebsh se tle =< ohetee, ale eee eat re eee 
Hoe Bt eo" ete ete G6 oe eGaeC | bn tet SeG<e ~ GTS t= tas Ga Ge oe 0G hee eee 
Gere 0 oa fo cet So ee os REG eae + Cee Gee LOG) Gs Gees ss ec 
Toy £ : 2667S 3 CG6°S } eG6°E F SG6°S f BHHE | -GGes | OS6°S $ O96ce ¢ O%~ | ezorE : BBE $ VG6°E ¢ HeET 
Bre) SORT ee Ui ty 1 eGb ech" eGG*e ts Oel-€ i oshee  asH-e : one | ganee a) ace t 66°. t-hebt 
Bape cob Sa (echo 1 meGG SSRs e sass eons | ceo: Bc0'e “tego + GGeet sb GGe-c =. CGn. mara, 
Bee ee S0 eS ST et Get GBI he Gath Oak 1 Och e f Oehef (i oek*s i o6B-G sh Gore teeta fe tear 
TE9%H 3 CBBH SBSH Pee hf 88H} OSS: STH $ GBT | G8TeH I HEGH fF HTOeH 3 OLLeH t OFLeH + OT 
 OfleH + OCA et: BoHH § G9" | G9etH — GIG 

STETLON {STE TL OM /STETTON STETLOT STETTOC [STETTON ; STETTOT STST TOU isTeTLOC \STET LOT ‘STST LOT STETLON SIETTOT: 
‘AY ¢ “08: (<nON.1 “900 i “qdeg.: “any i> amp { emp i fem : qrady! -aeq : -aeg : +uep } reez 

By 04 OT6T ysnsny fuoTAngt14sSTPp 


A4TO TOF poesn St yotum *4eyr919NqG 


6T 
c 
IO PLVpue,s IOJ yystomporpuny azod 


plcf Butaseq ‘1 sseto 
ees Suténg ofe10ae 


‘“MITW g epezy 


1SIOTGOP ALIN :°SSwie 


*NOLSOd —*Le SLqe; 


- 55 - 


nN 

MmPh-OVO O10 MM 

Cay Re Ow week Oe ie eer Le ea) 

UNA ANAA AANA Ae 


WO LA. OV DOERR KO tO Ol 


e 


ae ania Yes) We) 
e 


Totoe= 


; 


SICTIOG SIETTO ‘sre TT oC 


"i (ON TOPIO ‘1O9vazSTUTUPY 7 OYLEHl oug FO Sjtodet wWOTZ peTtTduoo su0Z eTTW-O0Z-T6T seotad sntdang 


9G°T 
THT 
T6° 

Eri 
rie LU 
0G°T 
68°T 
S22 
ewe 
41°? 
Sea 
Gr 
ite 
ocd 
Bo? TL 
Gore 
>aigd 


-09q 


*sqyosnyoussyyt ‘u0ysog *q*o*s ATTH II ssvtg yuoorod ) 


@) 
oO 

e 
a) 


°AON 


SSC ee et Sr CCT et YT LT JIVE aI TID ll cal ad 


Hey her A) Wel KaWol@! bape 


GW? KRANOSIS St Sh Ontort@ ri" OE COL IG O@  @) Ah 
e 


te) QS Pst 


e@-e@: e'e:w:0 eo } 
met Usa 


e 


o-«+'e- e100" 8: 
INAUA ANAA ANA NAA eH 


? 
, 
s 
» 
ae 
, 
. 
. 
1 
. 
. 
) 
‘ 
, 
. 
. 
> 
. 
‘ 
. 
1 
, 
» 
, 
. 
s 
* 
. 
’ 
‘ 
. 
» 
. 
» 
, 
, 
. 
’ 
' 
» 
’ 
‘ 
’ 
’ 
' 
1 
' 
’ 
» 
’ 
’ 
‘ 
« 
. 
. 
2 
‘ 
, 


*SUTSTYIOAPe pue soenp *4S00d 
quSteily IOj soueMOTTe Sutppe Aq eu0z STTU-O0e-T6T ou} ut seotad sntdins) [I sse[Q Wory pezeTNoTep fii 


DoT ee Oat a al ere al mee lee pies sh ed Gero s Lame 
PU erate GT mesg ee 6 00" tine * armel o Ut meeey e 
Sie Me ies Th) OORT e007 1» aeGOS Tt he 90! TMAG OT: Rhee amr aes 
LOST ee” Tee) Tt he bO° te aaco?) pia Oe eG)? - as ees ee 
TOST. hl" i OG GonIRE BS a TGr wel G7. age BO: T prog taieeh is tocese 
Bact DATE? 1; meoT Lo imeeit le mee tol, taetie” Lee 9e" late Pocumatios bireer 
Cost tg): T omelGel) eGGe 1h ta 09" Ten 00° 1 smicG" Tig n> Deremenan ete 
osc ato Lo im cS? ly cameo aieOR Te wae OST. eet i°e CaCl Tote Oe Ge6t 
Ge*2 Sas0"d weIG Th amok) Genet lem dort inte pul Otc, mele) oor 
PAT 1GG0"D) SO tee O Te elects Ol ic leecile sinh eee Lee Eek 
Ohi T ieee O° Li de bGs te wees eh O98 ae ah G4" Up aig" b ato! Eames ia ees 
BGs Tees) Te aE TU imate me O01. eee) <r mh Got: agp es Lem tere 
Lact Peyehel poet ie me O0T se, TGtT We TG" 1" tg 8800 Soh ee str 
GOT peSh"T net aw OTT ee OLS, ee TOS te. ea romans Loa 
lel Ge SE* Te We Skit. este t pa Tit Was, i eee rs ee emt eb T 
GOT. HUST. eee TL eT “Wee Olt 6 9G" Toe GS7T. We eee 
OG°2 We S'2 Set O'e tene’c WwoSS°e Site TOS GeO a eee 
ga:2 : Te'2+: S9r2 3 bare | gece ¢. BATS $ Gere i Gite ; tlve HIT 
rts) Tod quo red quo red TEI -roM | vy red ya —re8d {HO IsG {Ho Tod fio red } 
SLBT LOG SAVTLO SAVTLOT SIVTLO isLeT TOC SITET TO isTeTLOT SITET TOC sre TT Od ‘S JeTTOG } 
-ydeg | -Sny : ktme } ome $ sem i trady $ sey} +qom! sme iwoz 
[tT OATSNTOUT ‘OCGT roquoydeg 04 GT6T fLacnuer 
°€ Zoy szoTeop fq pred sootig °*Se eTqe 


Px 


“2ory SuTYoNTeW uoysog Toyeory ‘royerystutupy yoytey oud Aq pettddns e,ep wory peqynduog 


le 
. 


a ar nn an nr a: ; 
Fcer ate GLE SoTL SOO RT os: reat SSE TS (OS Sloe SESE es Seat ee COey a weno SoGap 
oe Cee Een Chel  2O°l -) “Gesie ISGEy * Gea O09 STie OC Sih 7Resia 10 greee: eee co lL 
Pa ee lee Ceo 2olh sed 3 STU e ee Yee OSs Ost ls SOS Ta aCe emma. 
Meee eee. OCcl Zell os Soh. 8 OL P “BGS yt OOM Elk POS Bp Getn e eC eee meee 

Mee ees Oe O08 Ts) CLG ss TTSD : 60% 3 S651 Olt GR ae (COs Tete ss OC: mane weer 
ome ope Glee 9655.2 EOL 2 B6ye 2. Soles T6558 A S6yo 2. eB Ole gels ce a eee eee ee 
pomar Sal OS el COLT et COTTA AOR 2 09M n PPS _-! 19Gb 8 SOM 8 26n 66 ale te oe 

Meee OSS EOS Toa ASI as LE s IS8t ys Soft s ete SOT Tet Spots - Peete Goalie eee ieee 
Bee alee tle. veel bcm 2h eles. Clalit Sele SO Lt HSS See ee eo meeicon 
Pe Re Sy 1 Cp kia POST +! OSL h “OFtT. i SSb 4 CSW ot O65. 2! 06g OR a meee ghorcer 
iia cc Cy diel OC abe “TSGL. <b T9°T st SOST= + 1OT°L oc: 2O3tes: CLs OS) tee acre meena col 

Doma emi ee Celeg ASCP BOL os OITA SP: 88 rk GO COLT Gaus a OOM mec encar 
pire Sale co Slee OSs OST BUCS Tk Sotto: TS sei: O9ce #09 fe. OP ieee Ome 
mace mee Cone cles) OTe + GClD 2ST I STATS 1 Osta bho aa ey ee 
Otame Gee et Te. CSIs COR Tye. SPIT, 4 Utes! 16% ebipe ) Zeta. ) ORS, Ogee > ec ee 
See Cater veel ols; 18%. } SOsTa SOob eis S6aTa SGela! OSsber Lretes) be eae geese 
SET TUT: STETTOU ! STET TOO PSTETTOT: STET TON STETTON ! SET TON! SIETTOL ‘SIET TOT STETTON ! STETTOC :SzeTTON STETTON : 
"AY: '90T : “ACN + °900 -4d09 ; ‘Say £TL une key: -ady i zen “doa “ep Zeez 


a 


weer eee 


EE OE eee eee ee ee 


syquow Aq ‘9oe-Te6T ‘s4agesnuoessep ‘uogsog ‘oeuoz 
STTU-OOC-T6T AlLtw quooszoed ¥°e fo seotad II sse{[QO aeAOo [I SSeTQ fo TeTyuereF ZI "62 SOTQeL 


eee 


oe BP 
Period ae Basis (per hundredweight, f.o.b. city) 
March 16-April 30, 1934 3.7 times 125 percent of price of 92-score 


butter at Boston. 


May 1 - July 16, 1934 3,7 times 110 percent of price of 92-score 
butter at Boston, plus 8-1/2¢. 


July 17, 1934-May 17, 1935 Price per can of "Western" cream at Boston 
divided by 33, times 3.7, minus 11-1/2¢. 


May 18, 1935-July 15, 193523/ 3.7 times 115 percent of price of 92-score 
butter at Boston, plus 8-1/2¢. 


July 16, 1935 Price per can of "Western" cream at Boston 
divided by 33, times 3.7, minus 14-3 /4¢. 


February 9, 1936 ' per hundredweight, for milk delivered to a 
handler's plant within the 40-mile-zone, 
the price per can of bottling quality cream 
as reported by the United States Department 
of Agriculture, divided by 33, multiplied 
by 3-7, plus ten cents, less 23 cents; and 
per hundredweight for milk delivered ata 
handler's plant located outside the 40-mile- 
gone, the price computed per the above, 
less six cents. 


A price series which conforms more closely to average prices ac- 
tually received by producers for milk in the area supplying milk to the 
Greater Boston Marketing Area is shown in table 30, which contains data 
relative to the average net prices paid for milk in the 191-200-mile 
zone during: the period 1918-1937, inclusive. This average price de- 
creased from $2.72 per hundredweight for milk testing 3.7 percent butter- 
mau, an 1929 sto $1.43 in 1933. From the low point reached in 1933, it in- 
creased to $1.85 per hundredweight in 1936, an average price which was 
56 cents below that paid during 19400. 


D. Butterfat differential 


The history of the butterfat differential, as indicated by the 
yearly average differentials, is shown in table 3l. 


—————— 


ee 


23/ The cream price basis was dropped from May 18 to July 15, 1935 
due to the mall receipts of "Western" cream in the market, which made it 
impossible to secure accurate price quotations on such cream. 
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« Allowance per 1/10 percent butterfat per hundredweight, 
in Boston, Massachusetts, by years, 1922-1935, and by 


months, January-July 1936 


MiP, Ditties... eee 


Moar I Avcrage butterfat differontial 
<c Cents 
1922 Ty 
ter: 4.7 
1924 | U3 
1925} U6 
1926. : 4.4 
jhe a iat 4.7 
1928: Lig 
Loe a5 
fl O50 sae es bee 
Le ee 2.9 
19352 54 ee 
1953 Cee 
1934 one 
1935 a: 
1936 
January 309 
February : 4.0 
March Bef 
April Sagi 
May 3-0 
June 420 
July ney 
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Compiled from roports of the Buresu of Agricultural 
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It can be seen that this differential ran as high as 4.8 cents per 
1/10 of one percent per hundredweight in 1928. The differential decreased 
from 468 cents in 1928 to 2.2 cents in 1932 and 1933. In July 1936, the 
differential had increased once more to 4.1 cents. 


The butterfat differential must be in line with the price for which 
handlers could buy on the open market any additional butterfat desired. 
In this market the differential:is approximately equal to the value of 
butterfat in bottling cream at Boston. Since the class prices and the 
computed composite price are all on the basis of milk containing 3./ per- 
cent butterfat content, when the handler has made his payments to produc-— 
ers using the butterfat differential for each producer, he will have paid 
the total cost of all his purchases of milk at the 3.7 percent butterfat 
basis corrected to the actual average butterfat test of all his purchases 
by the amounts he deducts or adds in making payment to the individual pro- 
ducer. 


E. Alternative markets and prices 


The whole section of New England does not produce enough milk and 
cream to supply the normal demand of the population in that area. Conse- 
quently, manufacturing of dairy products is resorted to only in extreme, 
chaotic conditions and to take care of the surplus that must be carried 
in all markets. 


Therefore the most attractive alternative outlet for producers 
delivering milk to the Boston market is not manufacturing plants but 
other fluid milk markets, the most important of which is the New York 
market available to those dairymen in the western part of the milkshed. 
‘-When the prices in Boston and New York remain out of line for any 
length of time there is a tendency for producers to shift from one mar- 
ket to the other. Hence, in establishing any prices for the Boston 
market attention must be given to the prices being paid by handlers in 
the New York market. The comparison of prices in the two markets at 
this time is somewhat disturbed because of the unsettled conditions 
in both markets. The New York prices during the first six months of 
1937 have averaged lower than those paid in the same period in 1936. 
The comparison with the Boston prices for that period is as follows: 


Boston New York 
Highest Lowest League Sheffield 
January Griese s 1.65 vue Tie yi} lee 
February oeee 1.55 1.95 1.965 
March Bate, 1.525 1.80 1.86 
April POU 1.40 Leta Melt 
May 1.85 1.325 1.52 1.580 
June ro 1.480 


ok 


The prices in the secondary markets -- that is, those markets with- 
in the Boston milkshed where prices over a period of time must be kept in 
line with the Boston price -- have been maintained somewhat above the 
Boston prices. The quoted price for Class I milk in Lowell, Lawrence, 
and Haverhill, Massachusetts, and in Nashua and Manchester, New Hampshire, 
is $2.79 per hundredweight. The prices quoted for Glass I milk in the 
principal markets in the Boston supply area are as follows: “Me 


June 1937 June 1936 
Fall River $ 3.666 $ 3.400 
Brockton OeeDD 32205 
Lawrence 2.79 , 3.25 
Lowell 2.79 GAAS 
Haverhill 2-69 enn 
Worcester to. oven 
Holyoke — wicome re ae, 
Springfield Seed Qarg 
PG pa, Bee: 32D 
Nashua, N. H. 2-906 te OAS: 
Manchester, N. H. 2.79 3,02e5 
Concord, N. H. 2.79 219 
ECOVAGENCO, shoal. bm 3.50 © 3.30 


Portland, Me. 2.67: ae 
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PART VI 


The Price Structure Provided by the Proposed Amendment to 
Order No. 4 for the Greater Boston, ¢ 
Massachusetts, Marketing Area 


The price structure provided by the proposed amendment to Order No. 
4 relative to milk produced for sale in the Greater Boston Marketing Area 
would result in approximately the same total returns as those now prevailing 
in the market. The following discussion sets forth certain facts’ concerning 
classification of sales and uses of milk anc supply and demand conditions. 
The proposed classification and price schedule appear reasonable in relation 
to these facts. 


-&. Use classification 


~The two classes of milk provided by the proposed amendment to Order 
No. 4 are defined in the same manner as in previous Federal programs effective 
in the Boston market since November 1933. This classification, as defined, 
is in conformity with both custom in the market and sound milk marketing 
practices The classified use plan of pricing milk originated in Boston as 
far back:as 1886. It has been used without interruption since 1918. 


The Boston supply area is a deficit supply area, insufficient milk 
being produced to supply all the fluid milk and ei cream requirements of 
the marketing area. Consequently, the fluid cream supply from local produc- 
ers must be supplemented by supplies originating outside the regular milk shed. 


The proposed amendment to Order No. 4 defines as Class I milk all 
milk sold or distributed as milk, chocolate milk or flavored milk and all 
milk not specifically accounted for as Class II milk; and as Class II milk 
all milk specifically accounted for (a) as being sold, distributed, or dis- 
posed of other than as milk, chocolate milk, or flavored milk drinks, and (db) 
as actual plant shrinkage within reasonable limits. The inclusion of. choco- 
late milk and flavored milk in Class I is prompted by the consideration that 
such products are essentially in thes ame category as fluid milk. Such pro- 
ducts cannot be made solely from cream nor solely from skim milk; the milk 
from which such products are manufactured must be brought to the market as 7 
fluid milk; they are merchandized in the some manner as fluid milk, and 
they must meet the same requirements as to sanitation as in the case of fluid 
milk. 2 


The Boston milk supply area, being a deficit area, does not produce 
milk to any significant extent for manufacturing purposes, so that most of 
the milk produced for sale in the Boston Marketing Area is utilized cither 
as fluid milk or fluid cream. There is no reason, therefore, for classify-— & 
ing milk into more than two classes for purposes of pricing milk to handlers.24/ 


24/ Adapted from Paper No. 1, op. cit. 
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As far as the classified price plan is concerned, it should be noted 
that this method of pricing milk to milk handlers has come to be the ruling 
method gf selling milk to handlers in many milk markets during the last three 
decades. It is largely a function of the evolution of milk markets from the 
unorganized stage where producers each bargained for milk prices individually 
with handlers to one where cooperative associations of producers negotiate 
the terms and conditions of the sale of milk to handlers, 


The most important service rendered producer-members by cooperatives 
organized largely for price~bargaining purposes is that of negotiating the 
terms and conditions of sale of milk to distributors, (Such cooperatives are 
usually termed "bargaining cooperatives",) Such associations usually agree 
to sell the milk of the member and return to him the proceeds of such sale, 
subject to: certain deductions for covering the operating expense of the co- 
operatives, Thus the cooverative stands in the position of being the sole 
sales agent of @ large, number of producers. While the production of milk is 
carried on by large numbers of individuals, the output of such individual 
producers being very small relative to the total output of milk. in the market, 
the sale of such milk is handled as a unit. Under such conditions, the sale 
of milk becomes largely a collective action and there arises the need for the 
formulation of sales and price policies, 


The development of the classified price plan by cooperatives was slow 
and gradual, At first, the cooperatives attempted to bargain with handlers 
for flat prices for all milk, ‘They appear to have been successful for a time 
in securing flat prices which they considered satisfactory, but.in the de~ 
pression following the World War, they found that handlers would not pay flat 
prices sufficiently remunerative to producers,25/ One writer puts the matter 
thus: 


"Quite naturally, the flat-price plan was first used because far~ 
mers were not familiar with the conditions of the market. It was when dis+ 
tributors began asking for a lower price because of large amounts of surplus 
that producers saw the equity of a use price besis.... 


"There seems to be no reason why milk should be bought on a flat * 
basis." 26/ 


One of the most fundamental difficulties in pricing milk to handlers 
on a flat-price basis arises because of the fact that handlers tend to very 
widely relative to the proportions of milk sold by them in different classes. 
Thus, if flat prices were to be secured for all milk that were high enough 
to be sufficiently remunerative to producers to insure an adequate supply, 
those handlers who sell most of the milk they receive as fluid milk would have 
an advantage, and those who manufacture much of the milk they receive into other 

dairy products would be placed at a disadvantage. 


Metzger states that "With the coming of the cooperative association 
to represent the producers, the distributor continued to use the same argument 


25/ Bartlett, R. W., Cooperntion in Marketing Dairy Products. Chapter l, 
pp. ll-le2, 
26/ Horner, J. T., "A Comparative Study of Variows Fluid Milk Morketing 


Plans," American Cooperation, 1926, Volume ITI, 


ui Booe 


for lower prices that he had used for years: That there was so much 
surplus he could not profitably dispose of the milk unless the buying 
price was low, In many markets it was felt that this was often used as 
an argument to place prices lower-than they should be. -It was proposed 
that the distributor show the producers exactly the quantity he sold for 
different uses, and that a basis of payment be arranged according to 

the quantities of milk sold in each of these classes.. The plan is usually 
known as the !Classification' plan and sometimes as the 'Use! plan! 27/ 

; In an effort to overcome some of the difficulties of flat~price 
buying, cooperatives developed a system of pricing milk to handlers 
according to the form in which it-was’sold by handlers. Thus, in many 
milk markets, expecially the larger’ ones, handlers purchase their milk 
largely on the basis of a classified.price plan, paying different prices 
for milk according to the form in which’ they sell it. Apparently the 
plan was first used on an extensive scale in Boston, Massachusetts, 
Washington, D. C., and Phila adelphia, Pennsylvania, about 1918, Since that 
time ‘the plan has been put into soperation in a larger number of milk mar~ 
kets, and has‘ been found’ to be a sound and practical plan io SES. 
milk to handlers, ; 


As was noted in the foregoing pages, the class price, plan provided 
for in the proposed amendment to Order No..4 is in conformarice with 
market practice in the Greater Boston, Massachusetts, Marketing Area and 
appears to be adequately justified by market conditions. ‘The price plan, 
as far as the definition of milk is Bevis aecte is the same as that in 
effect under Order No. 4, 


B. Proposed Prices with Adjustments for the Boston Market 


1. Class I prices.~ The proposed minimum Class I price for milk - 
received direct from producers f.o.b. Boston is $3.19 per hundredweight. 
All milk received from producers at plants located within 40 miles of 
Boston and utilized as Class F is charged at this price in the computation 
of the cost of milk to each handler, 


The proposed minimum Class I price for milk received direct from 
producers f,o.b. plants located outside 40 miles from Boston is $3.01. 
The difference between these two prices is an allowance to the handlers 
for the extra costs involved in receiving milk at country stations. This 
price is further adjusted for the carlot freight rate from the railroad 
shipping point to the handler's railroad delivery point in the ge 3 
‘Area, 28/ (See Part III) | 


Some handlers do not receive their milk direct from producers but 
purchase their milk from associations of producers, These handlers receive 
milk on which there have been many marketing services performed. Handlers 
purchasing milk in this manner receive milk in any desired quantity and of 


27/ Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical 
Bulletin No, 179, United States Department of fertenenes 

28/ Because of the great difference in-the cost of transporting milk as 

* , fluid milk and the cost of transporting it as cream a highly efficient 
marketing system would tend to utilize all milk nearest to the mar~ 
keting area as Class I, In this way the expense of shipping fluid milk 
long distances is eliminated, The proposed plan for the market makes ° 
the presumption that each handler does utilize the milk from the station 
nearest the marketing area as Class I, 
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any desired butterfat test, The need for and cost of carrying facilities for 
handling sf&rplus milk is eliminated. Only one check for all milk received 
needs to be written, which dispenses with the expense of keeping a producer 
payroll, -Furthermore, the trouble of keeping track of individual producers, 
to be sure that their deliveries are of high quality standard and are made 
peer aetl ys is no longer required, 


sees milk received by handlers in this manner is not comparable 
with milk received direct from producers, Much of the expense of handling the 
milk has already. been undergone by the association. In addition, in such cases 
the association is held responsible for the payment of the expenses of adminis-— 
tration and must receive such._expenses from the handlers to whom they sell the 
milk, Hence, it is proposed that the minimum price that handlers shall pay 
MoreClass I milk’of 3.7 percent butterfat content, received from associations 
of producers at railroad delivery points not more than 40 miles from the State 
House at Boston, :shall be $3.26, If the cooperative performs the additional 
service of delivering such milk.direct to the handlers' plants the minimum 
price. BP ronoses is $3.31 per hundredveight, 


Gor milk testing other than 3.7 percent butterfat content, each hand— 
ler shall pay to associations of producers in addition to the above prices a 
differential for.each one-tenth of one percent above or below 3.7 percent. 
The. differential is based on the value of butterfat in cream, found by dividing 
the price of cream in the market as reported by the United States Department 
of Agriculture by 330. (It is presumed that there are 33 pounds of fat ina 
40 quart can of cream, ). This basis. of pricing of butterfat at variance from 
the standard 3.7, makes the value of such butterfat to handlers equivalent to 
vie value of putterfat in cream on the open market in Boston, 


2. The Class II price, ~ The proposed formula, fixing the price 
of Class Dinmeticer is tae to price milk which must be disposed of by Dee 
with cream Srowent in ae areas where milk production costs are lower, This 
formula takes into account the following factors: (1) ‘the current price of 
cream in the Boston market, (2) the current price of casein, a product manu~ 
factured from skim milk, and (3) costs of receiving, processing and trans- 
porting connected with the production and marketing of these products. 


Casein is not the only by-product produced from the skim milk which 
remains after processing whole milk into cream, The greater part of the skim 
milk is made into other products,the utilization for the year ending June 30, 
1936, being approximately as follows: 


Skim milk powder 28% 
Cheese) 25 


Condehsed and evaporated skim 18 


Casein | 18 
Sold to fermers 5 
‘All others ; He 


Dumped or wasted: 5 
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To take all.of these products into considération in ascertaining 
the price for Class II milk, would require a pricd formula of considerably 
greater and largely unnecessary complexity than the one pronosed, Casein 
was selected as the single. by-product: to represent the value of skim milk 
utilization because this product is’ manufactured by a greater number of plants 
in the, supply area than are the other products made from skim milk. Many 
Plants are equipved to manufacture no other skim milk by-product except casein, . 


The proposed formula provides that @éach handler shall pay producers 
for Class II milk not less than the following prices per hundredweights: - 


1, In the case of such milk delivered to handler's plant located 

not more than forty miles from the State House In Boston, a price which the 
Market Administrator shall calculate as follows: Divide by 33 the weighted — 
average price per 40-quart can of bettling quality cream in the Boston market, 
as reported by the United Stetes Department of Agriculture for the delivery 
period during which such milk is delivered, multiply the result by 3.7, and 
add 2,125 times the average of the weekly quotations. per pound of doméstic, . 
20-30.mesh, casein in bags delivered in carload lots at New York, as pub- 
lished by the Oil, Paint and Drug Reported during such delivery period, sub | 
tract 14 cents, and subtract 26 cents;.and ”: Saal a en 


. «, In.the case of such milk delivered to a handler's plant lo- 
cated more than forth miles from the State House in’Boston, the price cal 
culated by the Market Administrator, pursuant to paragraph 1 of this section, 
minus six. cents. 3 : 


The first, part of this formula ("Divide by 33 the weighted averaze 
price per AO-quart can of bottling quality cream in the Boston Market ....e.. 
+-.; Multiply the result by 3.7%") is designed to ascertain the value of the 
cream which can be made from 100 pounds of whole milk, Dividing the price 
of a 40-quart can of cream by 33 (the number of ‘pounds of butterfat contained 
in 40 quarts of cream) gives the value of a pound.of butterfat for use as 
cream, Multiplying this by 3.7 (the number of pounds of butterfat contained 
in 100 pounds of milk) gives the value of the cream which can be obtained 
from 100 pounds of milk: —~ | ae 


The number of pounds of butterfat contained in a 40-quart can of 
cream (33 above) is arrived at by multiplying the butterfat content of such 
cream per pound, ,40, by the number of pounds of cream per can, 82,5. 


The second part of the Class II formula ("add 2.125 times the average 
of the weekly quotation per pound of domestic, 20~30 mesh, casein in bags 
delivered in carload lots at New York ......, subtract 14 cents") ascertains 
the value of the excess skim milk remaining after 100 pounds of whole milk 
have been made into cream, This skim milk amounts to about 85 pounds, 
Multiplying the price of casein per pound, as designated in the formula, by 
2.125 (the number of pounds of casein derived from 85 pounds of skim milk) 
gives the value of casein at New York City, which can be made as a by-product 
from the processing of 100 pounds of whole milk into cream, From this amount, 
16 cents is subtracted to allow for the cost of manufacturing, the difference 
between the price of ground casein delivered at New York and the price of raw 
crude casein f.o.b. country plante, 
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A report of the United States Department of Agriculture 29/ gives 
the following information regardimg the yiekd of casein from skim milk; 
"The yield of commercial casein per hundred pounds of skim milk depends 
upon the methods employed for recovering it as well as upon the solid 
content of the skim milk. ... ‘The yteld of high~grade casein that 
can be expected from a granular, well-washed curd will range from 2.6 to 
2.9 pounds per 100 pounds of skim milk processed... . Milk produced 
during the winter will usually yield 0.2 to 0.3 pound more casein per 
100 pounds of skim milk processed than milk produced in the summer." 


In estimating the average yield in the supply area for the Greater 
Boston market, consideration was given to the fact that most of the 
processing of casein is carried out during the summer. An estimate of 
2.5 pounds of casein per‘100 pounds of skim milk was made by New England 
operators which on a basis of 85 pounds of skim milk amounts to 2.125 pounds, 
which is used in the formula. This is slightly below the range of the 
Department of Agriculture estimate. 


The 14 cents subtracted in the price formula is approximately the 
total of 8.5 cents and 5,3 cents, the allowance for manufacturing and 
the difference between the price of ground casein delivered at New York 
and the price of raw crude casein f.o.b, country plants in the Boston 
market, Evidence on the cost of manufacture obtained by the United States 
Department of Agriculture 30/ shows that the cost of manufacturing casein 
varies in different parts of the country depending largely on prevailing costs 
of equipment and-labo¥, The report on the manufacture of casein states? 
"No detailed data are available, but it is probable that with properly 
designed, labor-saving equipment and a sufficient volume of skim milk, 
the actual cost of manufacturing casein need not exceed 2 cents per 
pound, exclusive of the value of the skim milk." It is probable that 
production costs are at present somewhat higher than they were in 1932, 
the year wh n this study was made, This general cost estimate cannot be 
applied directly to casein production in the Greater Boston supply area 
which is conducted on.a by-product basis and is highly seasonal in character, 


Factors in the market estimate that it costs 4 cents a pound to 
manufacture casein in the supply area for the Greater Boston market, 
This is the estimate used in the formula to arrive at the cost of produ- 
cing 2.125 pounds of casein (2.125 times 4 cents = 8.5 cents), 
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29/ Trimble, Charles A., and Bell, R.W., Methods for Manufacturing Acid 
Precipitated Casein from Skin Milk, Circular No. 279, U. S. Department 
of Agriculture, July 19454, é 

30/. Circular No, 279, op. cit, 
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Prices of raw crude casein sold at country plants in the Boston market 
are lower than the prices of ground casein at New York as published by the 
Qil, Paint and Drug Reporter. Comparison of prices received by New England 
operators at country plants in the Boston market with the Oil, Paint and Drug 
Reporter series for the past year shows” that the difference between the two 
varies from 1.5 to 3 cents per pound, The formula differential is based on a 
2.5 cents per pound difference (2,125 times'2.5 cents * 5.3 cents.) ‘(See table 32 


The allowance of 26 cents in the formula for Class II milk is intended 
to cover the cost of receiving whole milk, processing it into cream and 
pasteurizing and preparing the cream for shipment to market, (See Part (Vig 
section C, for data and information concerning country station charges.) ‘The 
allowance of $.26 does not cover the expense of handling skim milk so that ~ 
there must ‘be an additional allowance for that operation, 


The further deduction of 6 cents for "milk delivered to a handler's 
plant located more than 40 miles from the State House in Boston" is made 
in order to cover the cost of transporting cream to the Greater Boston 
market. This deduction is arrived at by first calculating the average 
transportation cost of a 40-quart can of cream in the 200 to 300 mile- 
zones, These are the distance zones from which the heaviest shipments of 
cream are made, The rates for less than carload shipments in milk or re- 
frigerator cars in these zones are as follows: 


Distance Rate for 40-quart can 
(miles) (cents per can) 
20L — 210 48 
Ata : 50 
221 — 230 5OFS 
231 — 240 ; Saas: 
241 — 250 7 ote > 
251 - 260 53 
261 —- 270 54 
271 - 280 54.5 
281.—.290 55 


‘291 — 300 56.5 
‘al Total for 10 zones 524.5 


Average for 10 zones 52.45 


Adding 3 cents for the cost of the can to 52,45 cents, the average 
transportation rate, makes a total of 55.45 cents for the cost of trans- 
porting a 40-quart can of cream, As only about 1/9 of a can of cream can be 
made from 100 pounds of whole milk, 1/9 of 55.45 cents, 6.16 of approximately 
6 cents is deducted from the Class II price as calculated, 
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TABLE 32,.- Difference in price of casein between New York 
.end Boston, Apridas, 19360 April 26, 1937. 
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Le : x $ 
17% 2 : 
17 : 2 : 
175 : “4 : 
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Average price quoted in Oil, Paint and Drug Reporter. 
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An example of method of calculating Class II price is set forth 
below. i a 


The nen average price per Ace ee can of bottling quality cream 
in the Boston market ahi the oe aat period, June 16-30, 1236 was $12. Sisiee 


The MSE or: the meceie Beer tone per pound of casein as publigned 
ee the Oil, Paint and Drug Reporter cal during the delivery: period, June 
Bees 1936 was 80. 15625 (average of quotations published June 22 and rah 


‘Substituting anes values in the proposed! Class II forma: 


tt 


_. Price, per cwt. ee iy apable oe 994, XK Sette (eelooen .15625 ~ 14) -: .26 
: : pitas.  eoor : : 

} . : = 1.45706 4+ ,19203 + .26 

= : eau > f= 1.38909 or $1.39 - 

— 4 : ¥ - « (for milk delivered beyond Pen: zone; less 

~ . : $.06,: equals $1. Be) , 


Ge Country heen allowances 


The Beeson amendment to race No. 4 premicee tee Aue deanction by 
handlers from payments to producers of $, 20 per hundredweight with respect to 
Class: I milk, to: cover the costs of handling such milk at cbuntry stations, 

It also provides: for a deduction of $.26 per hundredweight on Class II: milk to 
cover, the cost of receiving: the processing such milk into ees pasteurizing, 
and preparing the cream for: eu Bp market, 


‘A ee cat country Pteeton has faclivitee for receiving, weighing, 
testing and cooling milk as it is brought in by farmers, The milk is usually 
mixed, in vats and then drawn off into: a tank car or into 40-quart cans: for 
shipment, The milk is iced, as it is- loaded into cars, : 


The country stations. aid considerably in making an efficient market, 
Only enough milk. is shipped.as fluid milk to the market to cover market re- 
quirements for fluid Milk, ~The rest of the: milk. is separated and shipped 
as cream, Thus,. the producers save the unnecessary cost of- transporting 
much milk to the. marketing area and having it separated there, 


é Furthermore, the country stations aaa in establishing a highly or 
ficient marketing system by. concentrating the milk of many producers in 
a large enough quantity that it can be ee in carload lots, Milk , 


oa The price quotations, for the specified type of casein, as published 
weekly in the Qil, Paint and Drug Reporter, are used for purposes Of unm= 
Class II price formula. These quotations form a continuous price series 
which is recognized as reliable and authoritative by the trade. The 


Oil, Paint and Drug Reporter has been in existence since 187i 


a 


1 
eee) 


cannot be prepared for the long shipment to market by individual producers 
as well nor as economically as it canbe done at the country. station, 


. One of the most important services that a country station performs 

for individual producers is to receive his milk at any time during the 

day in case the farmer has a mishap on his way. Without such a market the 
producer in such cases would have to use all the milk on his farm at a great 
loss to. himself, When a producer delivers his milk to a country station 
he is relived of all risk involved in shipping his milk from the country to the 
city as well as the risk of having it- refused by a handler once it did get to 


the city. 


Nutierous studies have Deen made on the costs of the operation of country 
stations. These studies appear to indicate that the allowances that have 
customarily prev&iled in the market have been approximately correct. ‘These 
allowarices have varied from time to time but have been around one~half cent per 
quart or 23; cents per hundredweight of milk and in addition, at times an allowex 
ance of $,.03 per hundredweight for the supplying of cans for the shipment of 
milk from the country plant to the city. The allowances have been presumed to 
be the average costs of operating country stations and supplying cans, 


The Massachusetts Milk Control Board has recently reported the results of 
a study of the costs of operating country stations in the Boston milkshed during 
the year ended September 30, 1935. According to this report, which covered 
about 70 percent of the stations, the averaze costs per hundredweight of milk rew 
ceived from producers were 20 cents. It is believed that, due. to rising costs 
of labor and equipment, the average costs of handling milk in country stations at 
the .present time has been increased to 23 cents per hundredweight. 32/ 


Most studies that have been mede on the costs of operating stations have 
not attempted to separete costs in accofdance with the operations performed at 
the stations, As was pointed out above, some country stations handle only fluid 
milk and reship all the milk received to the city. Other stations ship fluid 
milk only at times and in quantities in accordance with the needs of the market, 
The rest of the milk is separated and either shipped as cream or as manufactured 
products, Consequently, it is evident that the cost of operating a plant that 
has equipment and labor for separating must be higher on the average than 
stations which do not perform such functions, 


The study’ by the Messachusetts Milk Control Board did classify stations 
according to their operations, It was found that at the stations studied the 
averase cost of handling all the milk received, including the milk transferred _ 
from other plants was $.1903 per hundredweizht, The average cost on all nilk 
received at stations which handled only fluid milk was $.1612 per hundredweight. 
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32/ A study made in 1927 by 0. M. Camburn, Vermont Agricultural Experiment 
Station Bulletin 303, found the average costs to be $,23 per hundredweight 
with a range from $.19 - $.29, 
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The proportion of Class II milk in the Boston market. in-1935 was approx 
imately 50 percent. ‘The Control Board's study showing an average cost on all 
milk of $,1903 and an average cost on fluid milk only of $,1612 indicated that 
the cost of handling Class II milk is about 6 cents per hundredweight higher 
than the cost of handling Class I milk, . 


These costs did not include any allowance for the supplying’ of cans... In 
the movement of milk to the city in carlots 40-quart. cans are-used, In a normal 
movement by freight four sets of cans must be provided to take care of the 
round trip to market and return. In addition, a fifth set of cans is held in 
reserve, In the movement of cans many are lost, Others are lost only tempor- 
arily and the cost of recovery of them is a considerable item, In cases where ‘ 
these cans are picked up ‘at different points by commercial can-pickers, the 
cost is $.50 per can. A new can costs $3.50 and lasts about four years. During 
that time it mast be retinned at least once at a cost of $2.00 per can, The 
estimated cost per can per year is as follows: | 


Interest, 5% of $3.50 $ o ae 
Depreciation, 25% oC 
Repairs including retinning . a3 -60 
Storage and recovery costs 22D 


Total Laou 


There are about 85 pounds in a can of milk so that if -a.can 18 shipped 
every day' over a period of a year 31,025 pounds are shipped, Dividing $1.89 
by 31,025 gives.a cost of $.00609 per hundredweight. per can, and for the five 
cans required a cost of $.03 per hundredweizht, 


D. Purchasing power of milk prices 


Any price of milk that is fixed in the Greater Boston Marke ting 
Area must be fixéd with respect to the entire supply of milk delivered 
to the marketing area if the purchasingypower of producers is to be maintained . 
and marketing conditions are to be stabalized in accordance with the policy 
of the Agricultural Marketing Agreement Act CL MLO Si 


The prices established in the proposed emenfment to Order Number 4 
are significant with respect to the purchasing power of milk only as — 
they are related to the price of commodities which the farmer must buy, 
Consequently, a comparison of the prices set forth in the proposed 
amendment to Order No. 4 and their.purchasing power with the prices and ‘ 
purchasing power of milk during a normeh period for milk producers 


wae 


(August 1919-July 1929) is helpful in determining that the prices set 
forth are reasonable. In making this comparison an index of prices 
paid for commodities bought, as established by the United States Depart- 
ment of Agriculture, was used. With the use of this index and data on 
milk prices, it was determined that under similar conditions of produc-— 
tion a Class I price of $3.29 per hundredweight, (see table 33), on 

May 1957 would have given producers a purchasing power for milk sold 

as Class I milk equivalent to the purchasing power of Class I milk 
during the period of normalcy, August 1919-July 1929. 


Under similar conditions of production a Class II price of $1.62 
per hundredweight in May 1937 would have given milk sold as Class II 
milk a purchasing power equivalent to that of milk sold in such class 
during the period Augus* 1919.-—July 1929. 


Such a price is used as a guide in establishing prices. Conditions 
under which milk has been produced since 1919 in the Greater Boston mar- 
ket have differed markedly from time to time. Health requirements for 
milk produced for sale in the Greater Boston market have become more and 
more rigid. 


Such a comparison does indicate that the price established in the 
proposed amendment to Order No. 4 will tend to restore to producers in 
the area a purchasing power equivalent to that which they had during the 
period August 1919-—July 1929. 


The Agricultural Marketing Agreement Act of 1937 recognizes that, 
by such comparison as is given above, the price which apparently would 
restore the purchasing power of milk produced, may not be reasonable in 
view of the current price of feeds, the available supplies of feeds, and 
other economic conditions, which affect supply and demand for milk and its 
products. When such price is not reasonable in view of these factors, 
the Secretary of Agriculture may fix such prices as he finds will reflect 
such factors, insure a sufficient quantity of pure and wholesome milk, 
and be in the public interest. 


E. Conclusions with respect to the minimum prices provided in the pro- 
posed amendment to Order No. 4 for the Greater Boston, Massachusetts, 
Marketing Area. 


The facts and considerations set forth in Part III, Part IV and 
Part V indicate that; 


1. Receipts of milk and cream at Boston from the States regularly 
supplying milk to Boston are lower than a year ago at this time. 


ce Deliveries per day per dairy are considerably below corres-— 
ponding figures a year earlier. 
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Table 33 ~ tndex of pri¢es paid by farmers for commodities 
bought, prices paid by dealers and. parity prices 
for 3.7% milk, delivered f.o.b. city, Boston, Mass. 
Average August 1919 - July 19e9, by years 1930 - 
1936, and by months 1937. 
(Base period proclaimed by the Secretary Jan. 29, 1936) 


iIndex of prices;:Price per hundredweigh ilk f.o.b. cit 
Year and paid by farmers: Class: It Class IT 2 
Month ‘for commodities: a, a ' 
ie ipo Moe OULD CG ne Prices Paid!Parity Price:Prices Paid :Parity Price 


‘ Percent 3 Dollars: Dollars : Dollars : Dollars 
August 1919- : 
July 1929 : 100.0 ea ee 1.944/ 3 
2950 90.5 4.05 3.57 1.62 h/: 1.76 
1931 Tou 2095 S.050i)4 cod L/ 1.50 
1932 66.8 ‘sir 2556 22.68 nts 1.02 4/; 1.30 
ine eS 68.0 2.68 2.6% oo ale 1.32 
1934 76-7 ete eu 3.02 Lag 1.49 
1935 78.0 3.2 3.07 Letiee wi 1.52 
1936 fae Bigs 3.05 1.55 4/: 1.50 
WS ; : ; 
January $} BP 2.895 5/: 520m BS EO as 1.57 
February | g2.4 -2e44-2.895 5/ Br ee Ted 5 1.60 
March ; 82.4 (20 44-2.895 5/ % .25uar 4s Heb 5/s 1.60 
April 83.6 (Oe y-2 6895 5f 3029 9% Lu? 5/: 1eee 


May 83.6 :2Ul2,895 5/ Say 1.62 


ie a a ge a 


1/ Class I milk means all milk sold or distributed as whole milk, chocolate 
milk, or flavored milk. 

2/ Class II milk means all milk in excess of Class I. | 

3/ Computed from prices supplied by the New England Milk Producers! Assn. 

4/ Calculated by adjusting Class II prices in the 191 - 200 mile zone plus 
freight costs, dues, and advertising. 

5/ Reports of the National Cooperative Milk Producers! Federation. 
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3. Business conditions, employment, and pay rolls show material 
increases over comperable figures for the corresponding period the pre- 
vious year. 


4. Feed costs are one-third to over 50 percent greater than at 
this time a year ago. 


5. The minimum prices provided for in the proposed amendment to 
Order No. 4 are such as will tend to re-establish the purchasing power of 
milk at a level that wold give such milk a purchasing power equivalent 
to that obtaining in <b. base period, August 1919 to July 1929. 


6. On the other hand, the number of cows on farms in the area 
supplying milk to the Greater Boston Marketing Area has been well main- 
tained, and, as was pointed out in Part III, is materially in excess of 
the number in 1929. Growing conditions are favorable, with prospects 
for good hay and other feed crops. On the basis of present indications, 
it appears highly probable that the current stringenl feed situation may 
be altered materially in the next few months. 


In view of the foregoing, it appears that prices at least as high 
as the minimum prices set forth in the proposed amendment to Order No. 4 
are economically justified. 
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PART VII 


Other Provisions of the Proposed Amendment 
to Order No. 4 


The remaining provisions of the proposed amendment. to Order No.4 
are necessary for the purpose of making effective the classification and 
price provisions previously discussed. 


A. The Greater Boston Marketing Area 33/ 


As defined in the proposed amendment to Order No. 4, the 
Greater Boston Marketing Area means the territory included within the 
boundary lines of the cities and towns of Arlington, Belmont, Beverly, 
Boston, Braintree, Brookline, Cambridge, Chelsea, Dedham, Everett, Lex- 
ington, Lynn, Malden, Marblehead, Medford, Melrose, Milton, Nehant, 
Needham, Newton, Peabody, Quincy, Reading, Revere, Salem, Saugus, 
Somerville, Stoneham, Swampscott, Wakefield, Waltham, Watertown, Welles 
ley, Weymouth, Winchester, Winthrop, and Woburn, Massechusetts. 


The Marketing Area, as defined above, includes only territory 
(the city of Boston proper and contiguous towns) which, from the econ 
omic point of view, constitutes one market, in the sense that the same 
supply and demand factors operate throughout the entire territory. 


The Greater Boston Marketing Area is a highly industrialized 
nonrural area. Table 34 shows the density of population per square mile 
in the cities and towns comprising the Greater Boston Marketing Area. 
Even the most sparsely populated of these towns has 571.5 persons per 
square mile. Somerville, the most densely populated city in the Market- 
ing Area, has 26,565.1 persons per square mile. 


Another factor that demonstrates that all of the territory 
covered by the cities and towns comprising the Greater Boston Marketing 
Area must be considered as one market is the fact that milk distributed 
throughout the entire area meets practically the same sanitation regu- 
lations. 


All milk entering the Greater Boston Marketing Area receives 
inspection at its source on the producer's farm, at all up-country 
plants through which it passes, in the distributors! plants, on the 
wagons, and in retail establishments. 


The Commonwealth of Massachusetts, through its Milk Regulation 
Board, concentrates its annual inspection services on dairy farms within 
the State boundaries and issues certificates of registration against such 
inspections. 


33/ Adapted from Paper No. 1, op.cit. 
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B. Terms defined by the proposed amendment to Order No. 4 


A detailed discussion of the terms 'Person', "Producer", and 
"Handler" is set forth in detail in an earlier brief prepared by the Co 
Dairy Section for the Greater Boston market .24/ Since the terms noted ‘ 
above are defined in the same manner in the proposed amendment to Order 
No. 4 as they were defined in said order, reference is hereby made to the 
earlier paper for a discussion of these terms: The reasons given in. said 
paper relative to the basis for the terms under discussion apply with 
equal force to the inclusion of the terms in the proposed amendment to 
Order No. 4. : 


C. Market Administrator and provisions relating thereto25/ 


can be assured that the administration of the proposed amendment to 

Order No. 4 is being carried out without any bias in favor of or ageinst 
any group in the Greater Boston Marketing Area, it is necessary that he 
appoint the Market Administrator. This procedure has teen followed in all 
Federal milk licenses, due to the fact that it has preven more feasible 
than other types of administrative organization. The person selected 
needs to be one of wide experience and one with complete understanding of 
the proposed amendment to Order No. 4. In order further to insure unbi- 
ased administration of the proposed amendment, it is necessary that the 
Market Administrator selected by the Secretary be sudject to removal by 
the Secretary and only the Secretary. For further assurance to all con- 
cerned of the faithful and honest performance by the Market Administrator 
of his duties, the Market Administrator is required to execute and deliver 
to the Secretary a bond in such amount as the Secretary may determine, 
with surety.thereon satisfactory to the Secretary. 


1. Selection, Removal, and Bond.- In order that the Secretary . 


2. Compensation. The Secretary, who selects the Market Admin- 
istrator, should also be the one to determine a reasonable compensation 
for the Market Administrator he does select. The Market Adninistrator 
being necessary for the proper administration of the amendment to Order 
No. 4, his salary is considered an expense of administration. 


3. Duties.- In order that there shall be proper administration 2 
of the amendment to Order No.4, the Market Administrator must; 


a. Keep such books and records as will clearly reflect the 
financial transactions provided for in the proposed amendment. In order 
for the Secretary to be assured, and to assureproducers and handlers, of 
proper administration of the proposed amendment to Order No. 4, the pooks 


34/ Faper No. 1,fop. e2zG., pp. OL-102. 
35/ The material in section C is adapted largely from Paper No. 1, 
OD. Cit.., DpLwlOS-106" 
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and records of the Market Administrator must be subject to his examination 
at any and all times. Only by being so assured can the Secretary know 
definitely that the amendment to Order No. 4 ig effectuating the policy of 
Congress as stated in the Agricultural Marketing Agreement Act of 1937. 


b. In order for the Secretary to be informed, furnish such 
information and verified reports as the Secretary may request. 


c. In order to assure that his duties, for which the Secre- 
tary is responsible, are being properly carried out by his employees, 
obtain a bond for each employee who handles funds entrusted to the Market 
Administrator under the provisions of the proposed amendment. Most of the 
money handled in the béninistrator's office belongs to handlers or pro- 
ducers, and the bond would cover possible losses to them. This insurance 
being necessary to the proper administration of the proposed amendment, 
the expense of such bond should be a part of the expense of the administration. 


d. Publicly disclose, except as otherwise directed by the 
Secretary, the name of any person who has not: 


(1) Made reports pursuant to articie V.of the proposed 
amendment to Order No. 4. These reports are the only way.in which the 
Administrator can determine in a reasonable length of time sales made by 
each handler in each class, ete. These reports are necessary in order 
that prices to producers be computed by the Market Administrator and the 
purpose of the proposed amendment be effectuated. If the handler pays his 
producers without filing these reports, other handlers and also the pro- 
ducers should be informed that that handler had not filed reports and that 
the Administrator could not determine if the handler had paid the correct 
price for his milk. If the producers are not so informed they might 
assume that they had been paid the correct price. The Administrator must 
make it known that he had not verified the prices paid and, therefore, was 
not responsible for its correctness. 


(2) Meade payments pursuant to article VIII of the 
amendment to Order No. 4. The Market Administrator obtains information to 
compute the price that shall be paid by each handler and also obtains in- 
formation as to what price was paid. With no notice to the contrary, a 
producer might assume that the price he received was the one to which he 
was entitled, when, in fact, it might be different from what the Market 
Administrator had computed as being correct. Because the producer might 
nake such an incorrect assumption, the Market Administrator must notify 
such producers that the prices paid by the handler were not those computed 
by the Market Administrator. All handlers will be in the same competitive 
position only if they pay the price as computed by the Administrator. The 
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other handlers in the market sn-order to be on egual competitive terms 
must know the names of those competitors who have not paid for their milk 
in accordance with the instrument all are supposed to observe. 


Ds Interhandler and nonhandler sales 


Section 2 of article III provides that milk, including skim 
milk, sold by a handler to another handler, or to a person who is not a 
handler but who distributes milk or manufactures milk products, shall 
be presumed to be Class I milk unless the selling handler submits satis- 
factory proof to the Merket Administrator that such milk was sold or 
used by the purchasing handler other than as Class I, in which case such 
milk shall be classified as Ciass II. 


One of the fundamental objectives of the proposed amendment 
to Order No. 4 is that all handlers shall pay uniform prices for their 
milk according to the utilization of such milk. The routes of milk 
from producer to consumer are intricate and varied, ond the milk passes 
through several handlers, so that as a practical necossity the milk 
must be classified at some focal point in the route. Tn this way only 
can the Market Administrator be assured that all handlers are paying 
for milk according to the use which -is made of it.  Provision.. is also 
made that milk sold by a handler to another handler for uses other than 
Class I shall be priced at the Class Il price for such sales, and thus 
no handler pays Class I price for milk he uses for Class II purposes. 


The Federal Trade Commission has recently made an investiga- 
tion of nilk narketing in some of the major fluid milk markets in the 
country. In the Philadelphia narket, regarding interhandler sales, the 
Commission found the following: 


"One Philedelphia dealer was found selling bottled 
milk to other deelers in violation of the foregoing (Penn- 
sylvania Milk Control Board fixed prices for sales between 
dealers both for bottled and bulk mite) 4... im all, 
24,554 quarts are shown by these transactions as having 
been sold at prices less than fixed by the milk control 
board, the total amount accruing to the benefit of the 
buyers of this quantity of nilk being $497.29 below the 
prices they should have paid, according to the nilk control 
board. 


NIt is obvious:that the ability of buyers of nilk to 
obtain their supply at lower prices enables then to resell 
the nilk at lower than the board prices."36 


i 


36/ Report of Federal Trade Commission on Sale and Distribution of 
Milk Products, Connecticut and Philadelphia Milksheds, p. 8l. 
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It is also obvious that if some handlers are able to buy their 
supply of milk at lower prices they will also be able to resell the milk 
at lower than prevailing resale prices to better advantage than their 
competitors who paid full prices according to the marketing agreement and 
order. This provision in the proposed amendment is intended to remove 
the possibility that some handlers may gain such an advantage over other 
handlers through interhandler transactions, which advantage could be used 
to create instability in the market. 


EH. Sales outside the Greater Boston Marketing Area 


Section 4 of article IV provides that for Class I milk sold 
outside the Marketing Area the price charged shall be such price as the 
Market Administrator has determined is being paid by handlers in the 
market for milk of equivalent use. There is an adjustment allowed for 
transportation from the plant where such milk is received from producers 
to the plant where the milk is loaded on wholesale and retail routes. 
This adjustment is equal to the difference between the freight allowance, 
if any, of shipping Class I milk from the country receiving station to 
the Marketing Area and of shipping Class I milk from the country receiv- 
ing station to the railroad delivery point serving the market where such 
Class I milk is sold, provided that if such milk is sold in a market less 
than 10 miles from the’ plant where it was received from producers no 
freight allowance is permitted. 


No freight allowance on Class I milk other than that from the 
shipping point where milk is received from producers to the handler's 
railroad delivery point in the Marketing Area is permitted on Class I 
milk sold in Barnstable, Plymouth, Norfolk, Dukes, and Nantucket Counties. 
All handlers competing in this’ area send their trucks out from the Boston 
Marketing Area and no competitive advantage is enjoyed by any handler due 
to the location of his plant. Some handlers who purchase milk from pro~ 
ducers, as defined in the proposed amendment to Order No. 4, sell milk not 
only in the Marketing Area but also in markets outside the Marketing Area. 
The proposed amendment is designed to regulate-and set prices to be paid 
for all milk purchased from producers byhandlers who handle milk in the 
Greater Boston Marketing Area. But because most of the handlers in the 
markets outside the Marketing Area are not subject to the proposed amend- 
ment, the Class I price specified in it might put those handlers at a 
disadvantage (or an advantage) with their competitors operating in those 
markets with respect to the prices paid for Class I milk. Thus, it would 
be inequitable to apply the Class I price as stated in the proposed amend- 
ment to such sales of milk if that procedure would create such a situation. 
Nor can the price be left open to the discretion of the handler, for that 
price applies to some milk purchased from producers who are supplying the 
Greater Boston Marketing Area and so affects.the prices paid to them. The 
only logical procedure is for the Market Administrator to ascertain what 
prices other handlers operating in those outside markets are paying for 
their Class I milk and to charge handlers subject to the proposed amend- 
ment the same price. 
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fF. Equalization of fluid milk gales among producers 


The use plan of payment for milk puts all handlers in the 
‘market on an equitable competitive basis, and equalization of fluid 
milk ‘sales is intended to do the same thing for all producers. 
Equalization of fluid milk sales is simply an extension of a plan 

that has beén employed by each handler and each cooperative creamery. 
‘If a creame#y sold 75% of its milk as whole milk and the remainder as 
“cream, it did not pay 75% of its producers the fluid milk price for 

all their milk and the remaining 25% the cream price for all their 
milk. Such a method obviously would have been inequitable. Instead 
each producer was paid the whole milk price for 75% of his deliveries 
and the cream price for the remaining 25% . Under the proposed amendment 
to Order No. 4 the fluid milk ssles of the whole market are distributed 
among all producers in the milkshed in exactly ‘the same way as though 
they were all members of a cooperative association which equalized its 
fluid milk sales among its members. i 


The lack of any plan for an equitable distribution of fluid 
milk sales among all producers has been one of the principal causes 
of unsatisfactory conditions in the Greater Boston Marketing Area 
during past years, for it has led to destructive competition among 
groups of producers. Under normal conditions in the Hastern markets, 
whole: milk prices average approximately twice’as high as the prices 
paid for milk reported for use as cream. However, the milk used as 
cream is of the same quality as the milk used for fluid milk and can 
at any time be sold as whole milk in competition with it. A handler's 
ability to pay his producers a favorable composite price, as compared 
with the price of competitors, has depended largely upon his not Rat 
having so great a volume of surplus sales (in this case cream) as his 
competitors. If, by cutting prices, a group succeeded in selling a 
large percentage of its milk as fluid milk, its composite price — 
would be higher than that of another group that received the full 
' market price but carried a larger percentage of the surplus. Thus a¢ 
was that a handler could cut the price of fluid milk in the city and 
still pay a composite price in the country, as high or even higher 
than that of the competitors who did not cut prices. (See part IV 
above for discussion regarding flat price buying.) — 


: A few simple examples will illustrate ‘the situation. If the 
Class I price is $8.00 and the Class IT price is $1.50. and if there 
is 60% of the total milk sold as Class I, then a group of producers 
_- carrying its share of thé market's surplus would return to its 
producers per hundredweight as follows: | vias | 


60 pounds as Class I at $3.00 | Le 3:61, 80 
40 pounds as Class Il iat .1.50 < | pits ie OO) 
Composite price per hundredweight $2.40 
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This group of producers has more surplus than it needs to take 
care of the daily fluctuations in its sales. Therefore, if it can 
contract to sell a portion of its surplus milk at any price above 
$1.50 per hundredweight, it will obtain a greater return for its milk. 
If it sold half of its surplus milk for fluid milk consumption at 
$2.25 per hundredweight, which is slightly more than one-half cent 
per quart under the market price for fluid milk, and still contimes 
(a practice not uncommon in Boston, particularly in the wholesale 
trade), the return to this group of producers per hundredweight would 
be as follows: 


60 pounds as Class I at $3.00 = $1.80 
cJUspoundsias Class) fonst 22.25 = 45 
20 pounds as Class IT at 1.50 = -30 
| OST price per hundredweight = $2.55 


This group will have undersold the market by more than one- 
half ecnt per quart and by so doing it will have increased its 
composite price to producers for all milk by $.15 per hundredweight. 
If the handler were a proprietary concern rather than a cooperative, 
he probably would continue to pay his producers approximately the 
same net price as competing dealers in the territory and pocket the 
increased return. 


Normally, this group of producers will have increased its 
fluid milk sales only at the expense of another group in the market. 
Assuming that this other group carried originally the same amount of 
surplus, the return to its producers per hundredweight would now be 
as follows; 


40 pounds as Class I at $3.00 fs $1.20 
60 pounds as Class II at 1.50 = £E18) 
Composite price per hundredweight = $2.10 


_ More likely, however, in order to retain its fluid milk sales 
and maintain its price to producers, the second group, as well as 
others similarly threatened, would lower its own price to whom the 
cut-price milk was offered. Eventually, before the cut-price group 
succeeds in placing its surplus milk at a cut price, it might have 
to offer it to several customers and thereby have forced down the 
price on fluid milk sales of several times the volume of milk which 
it has to offer. If any considerable amount of surplus milk is thus 
offered to the trade at a cut price, it tends to force the fluid milk 
if the fluid milk price were gentually reduced to $2,25 as a result 
of this price cutting, it would still be enough above the price of 
surplus milk so that the process could be repeated. It is by this 
method that competition among a few groups of producers or handlers 
has often reduced the net return to all producers in the Boston milk- 
shed much below a fair market level. Sufficient control of milk markets 
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to prevent such practices is highly desirable from the producer's 
standpoint. In many markets, price cutting has been carried to the 
point that producers withheld their milk from the market, causing a 
shortage of milk in the market. It should be obvious that when price 
cutting is carried to this point, it is inimical to the public interest. 


The history of the Boston milkshed has shown that no group of 
producers can be kept from participating in the fluid milk market. 
The different. groups either cut prices and share the fluid milk market 
on a lower price level, or else they cooperate and share the market on 
‘a fair and reasonable price level. Hqualization of fluid milk sales 
throughout the market entitles each group of producers to maintain 
its share of the fluid milk sales without price cutting. 


The actual operation of the equalization plan is simply a 
means of distributing to all producers equally the value of the fluid 
milk sales in the market by all handlers. With a 40% surplus ina 
market, each producer should get surplus prices on 40% Of Mis deliver— 
des. The Class I and Class IT sales are not distributed equally 
among handlers. One handler may have no Class I sales, yet his pro~ 

, ducers are entitled to Class I price for 60% of their deliveries. 

,But another handler may sell 100% of his producers! milk as Glass I 
end his producers, if they are to carry the same anount of surplus 

es other producers, should get Class I price for only 60% of their 
deliveries. The equalization is made by the several handlers paying 
to producers through the equalization pool the difference between 

the Class I and Class II price on 40% of their total sales and to 

Pay their producers Class I price for 60% of their deliveries, and for 
40%, the Class II prico. The first handler pays his producers Class I 
price for 60% of their deliveries by receiving from the equalization 
pool enough money to enable him to pay producers for 60 percent of 

the milk received at Class I prices, and Class II price for the 
remaining 40%. If a handler happened to sell exactly 60% of his 

milk as fluid milk, he would pay producers directly for 60 percent 

of the milk at Class I prices, and for 40 percent at Class II, rather 
than paying them partly through the equalization pool; 


The whole plan works exactly as if all handlers paid into the 
pool the value of their Class I milk times the Class I price plus the 
value of the Class II milk times the Class II price, whereupon the 
total sum would be distributed equitably among producers according to 
their deliveries. The Administrator's office acts merely as a clear— 
ing house for transactions. Thus there remains room for any gains 
through superior quality or differences in efficiency of any individual 
handler or association of producers, because any gain from operations 
after the milk has passed the receiving room door is retai ned by the 
handler or cooperative and not shared by the rest of tho markct. 
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G. Computation, accounts, and payments 


Article V of the proposed amendment to Order No. 4 sets forth 
four types of reports which handlers are required to submit and provides 
for the verification of these reports. The necessity for all these re- 
ports and for their verification becomes apparent with the realization 
of the nature of a milk market and practical operating problems which 
arise in msking effective the class prices in the payments to all 
producers of uniform prices panetel reflect the utilization of milk by all 
handlers. . 


Section ] requires handlers to submit reports on or before the 
eighth day after the end of each delivery period showing, in such detail 
and form as the Market Administrator discovers to best fit the particular 
conditions, the information as to all milk or cream received by handlers 
and the utilization of such milk. With this information before him, the 
Market Administrator is able to determine for each handler the classifi- 
cation of the milk, the total payment to be made to producers therefor, 
and, after combining the total payments of all handlers, the uniform 
price which will distribute such total amount of money to all producers 
who delivered the milk to all handlers. 


Section 2 provides for other reports with respect to producers 
delivering milk to a handler. These reports enable the Market Adminis-— 
trator to secure needed information with respect to pxcducers after a 
handler has newly become a party to the agreement or subject to the order, 
or to request information not already in his hands which is needed for 
full knowledge in order to effectuate and to determine the effects of 
the order in relation to the policy of the Act. The second report pro- 
vided for under section 2 requires that each handler report to the Market 
Administrator upon first receiving milk from any producer who has not 
previously shipped milk to that handler, in order that the Market Adminis- 
trator may keep his records up to date with respect to the producers 
delivering to each handler, and the coming into the market of producers 
who did not market milk regularly for 30 days prior to the effective date 
of the marketing agreement and order. 


Section 3 provides for the regular reporting by handlers of 
their payments to producers for each delivery period in the form of a 
copy of the handler's producer pay roll. Such a report expedites the 
routine checking of compliance with the marketing agreement and order 
and provides in an economical way the information necessary for the 
Market Administrator to maintain adequate producer records. 


Section 4 provides for the reporting, as requested by the 
Market Administrator, by all handlers of any carlot purchases of cream 
from handlers who do not receive milk from producers. A considerable 
portion of the cream supply for the Boston market comes from States out-— 
side of New England and from milk produced by dairymen who are not pro- 
ducers as defined in the proposed amendment. The Bureau of Agricultural 
Economics publishes twice a week quotations on such cream, which serve 
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as a basis for the Class II price. Since the price to be paid to producers 

for a large quantity of milk hinges on such'a quotation, and since this 
information is important in measuring the effects of the marketing agreement c 
and order, it is important that the Market Administrator be supplied such 


information and to verify the same. 


Section 5 provides that each handler shall permit the Market | 
Administrator to verify the information contained in all reports. The — 
importance of routine verification of all reports is readily understandable 
in view of the intricate and detailed transactions which are inherent in 
the milk business. With respect to auditing reports and books of handlers 
the Federal Trade Commission has draw some conclusions from its recenu 
investigation of milk marketing. In its summary report to Congress the Com— 
mission states that "Reports and adequate audits of milk utilization are a 
essential to all milk-settlement plans wherein the use made of the milk is 
the basis for arriving at prices to be paid producers."37/ It is pointed 
out in this report that in some markets "distributors have engaged in 
numerous practices inimical to the interests of producers which an adequate 
audit would have disclosed."38/ For example, the Commission reports the 
following type of abuse and unfair practice on the part of handlers: 39 


"In October 1934 the total Class I sales and Class I 
purchases of five Philadelphia distributors whose records 
did not show utilization by all classes, and the amount of 
their underpayments to producers, were as follows: 


Class I sales ee he 1494) 069M tse 


_ Milk purchased at Class I price POSE Tae eee 
Class I sales in excess of Class [I purchases” (199,744 NS 
Underpayment: ra 
Total | $5,365.53 
Per quart in all Class I sales (cents) Sout 
. Per puart in Class T sales in exeées of 
Class I purchases (cents) 2.9851 
a ee “ 
37/ House Document NO wo. 75th Congress, Ist Session, a report 


entitled "Summary Report on Conditions With Respect to the Sale and 
Distribution of Milk and Dairy Products." L237, pps capes 

38), (bid. “pee 

39/ House Document No. 152, 75th Congress, lst Session, Report of 
Federal Trade Commission on Sale and Distribution of Milk Products, 
Connecticut and Philadelphia Miisheds, p, 174. Cc 
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"In addition to the foregoing five companies, the Com- 
mission obtained the utilization by classes from the records 
of eleven distributors. For this latter group, it is possible 
to show the quantities of Class II and Class III milk sold as 
Class I, and the amount of underpayment to producers these 
transactions involved for October 1934: 


Class I sales 18,713, o9¢eduares 
Milk purchased at Class I price 18,004, 3379 
Class I sales in excess of Class I purchases 409,060 1" 
Amount bought as Class II 402,384 " 
Amount bought as Class III | 6, Sr Gaeaet 
Underpayment: $10,562.61 

Per quart on all Class I sales (cents) 056 

Per quart on all Class I sales in excess 

of Class I purchases (cents) 2.58 


Underpayments to producers by these sixteen Philadelphia 
companies for October 1934 were as follows: 


Total 7 kee $19, 928005 
Per quart on all Class I sales (cents) 078823 
Per quart on all Class I sales in excess 

of Class I purchases (cents) 2.70517"! 


Where errors both wilful and accidental may so readily creep in 
and affect the returns to producers, successful operation of a marketing 
agreement and order will depend to a large extent upon the extent to which 
the Market Administrator assures himself of the correctness of the figures 
supplied to him-in the reports made by handlers and of the correcthess of 
the sampling, weighing, and testing for butterfat of the milk which is 
delivered by producers. Such routine verification is thus extremely 
necessary for the effectuation of the provisions of the marketing agree- 
ment.and order. 


The provisions of article VI of the proposed amendment to Order 
No. 4 relate to those handlers who are also producers. Section 1 relieves 
such handler from the application of provisions of the proposed amendment 
if he purchases no milk from producers, but requires that he make reports 
when requested by the Market Administrator, Handlers in this category 
are estimated to handle less than one percent of the total volume of milk 
handled in the Marketing Area. Section 2 prescribes how a handler who is 
a producer and buys milk from other producers shall make payments for the 
milk purchased. The Market Administrator shall first exclude from the 
computations the milk purchased by such handler in each class from other 
handlers ond then apportion: the milk purchased by such handler from pro- 
ducers or an association of producers to each class according to the ratio 
which his remaining total sales in each class bear to his remaining total 
sales in all classes. Since all other handlers purchase milk in a 
specified way from producers and since the milk produced by a handler is 
necessarily intermingled with what he may buy, it is necessary to specify 
the relation between milk produced and milk purchased. 
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_ Article VII of the proposed amendment to Order No. 4 is purely 
administrative in nature but necessary in order to definitely set forth 
the procedure by which the Market Administrator is to translate the class 
prices into uniform prices to all producers. ane 


Section 1 of this article provides for the computation of the 
total value by classes of all the milk purchased by any handler to deter- 
mine his total obligation to producers for milk purchased. 


Section 2 provides for the computing of the payménts per 
hundredweight, uniform, with stated adjustment, to all producers deliv-— 
ering to handlers, which will distribute the total value-of milk received 
from producers by all handlers. The Market Administrator is required to 
notify all handlers and publish the uniform prices in effect for any 
delivery period on or before the 12th day after the end of such delivery 
period. The Market Administrator is thus allowed four-days from the time 
of receiving reports of handlers for the necessary computations. The 
announcement of the price on this date allows a period of 13 days after 
receiving notice of the price before payment is required to be made to 
producers as a reasonable time for the clerical work necessary on the 
part of handlers in preparing checks and statements for distritution to 
producers. The following discussion sets forth the necessary steps in 
computing a market pool: See 


Combine into one total the obligations computed for all handlers 
who are not in arrears as to any payments for the previous delivery 
period. Thus is made up the total market pool or the total amount of 
money to be distrivuted by means of the uniform prices. If a handler 
should fail to pay into the Market Administrator that part of his total 
obligation which is to be paid to producers by way of the Market Adminis~ 
trator, the paying out of the pool will be reduced by that amount. If 
a handler has so failed in one delivery period it is reasonable to expect 
_ that he may repeat his failure in the next. Experience in operating 

market pools under licenses has shown that handlers will tend to make: 
their reports and then fail to make the payments, making necessary a 
further guide to the make-up of the pool than that of having a report in 
hand. Such a procedure, prescribed for the Market Administrator, in no 
way relieves the handler in his violation of the order, penalties for 
which are provided in the Agricultural Marketing Agreement Act of 1937. 


After the total payment that handlers are to pay for milk has 
been determined, there remains the problem of allocating the money to 
all producers. It is proposed that in this market a market-wide pool 
be used. Certain necessary steps. must. be set out in the computation 
_ to be used in such a pool. These steps are described in articles VI, 

_ VII,, and. VIII of the proposal. Although this calculation appears com- 
plicated, the purpose and the practical application are fairly simple. 
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In order to present the principal steps in the computation as 
well as to attempt to make an approximation of the relationship that 
will exist among producers differently located, a pool for the market has 
been computed. Information for the market is rather incomplete for the 
year 1936; so that data for the third quarter of the year 1935 were used. 
The data used are the deliveries of milk by a sample of 15 percent of the 
producers in that quarter and the utilization of milk of each handler as 
reported to the Market Administrator. These data are presented in table 
35 by zones. 


Such a table as this is the first step in the calculation. Each 
handler's Class I milk is presumed to have been shipped from that zone 
nearest to the Marketing Area. The Market Administrator lists the total 
deliveries of producers by zones and then marks off enough milk from the 
nearest zones to cover the Class I milk of that handler. 


The prices for Class I milk by zones are presented in table 36. 
This Class I price is the price proposed in section 2 of article IV. 
The zone differentials on Class I are the carlot freight rates plus a 
differential of $.18 per hundredweight, between the milk trucked direct 
to the plant within 40 miles of the State House in Boston and other milk, 
which is an allowance for the operations of country stations. The Class 
II price represents an estimate of the result of the formula for com- 
puting the Class II price as outlined in section 3 in article IV. 


'- By multiplying the amount of Class I milk in esch zone by the 
price applicable to that zone and summing the total value of milk in 
the market, as determined in accordance with paragraph 1 of section 2 of 
article VII, the value is found to be $8,559.77 and represents the total 
amount to be paid producers by handlers in accordance with section 2 of 
ervicle VII, eid article VIII. 


Producers located at various distances beyond 40 miles from the 
market are paid prices for all their milk which reflect the carlot freight 
rate for milk between the handler's plant to which the milk is delivered 
and Boston. (Paragraph 1 of section 4 of article VIII.) The total 
amount of the freight deductions on producers! milk is therefore the sum 
of the carlot freight rate plus $.18 in each zone times the deliveries 
of milk in each zone beyond 40 miles. These total deductions amount to 
$1,483.88. To certain other producers on the market peculiarly circum- 
stanced, it is proposed to give additional location differentials. To 
all producers located between 40 to 80 miles from Boston, it is proposed 
to give $.18 per hundredweight, and to producers located within 40 miles 
from Boston it is proposed to give $.36 per hundredweight. (See para- 
eraphs 3 and 4 of section 4 of article VIII.) The total amount of these 
two differentials in this sample poo] amounts to $26.47. 


Producers located within 40 miles and some of the producers 
located outside the 40-mile zone deliver milk direct to city plants 
and hence do not utilize country station facilities. Such producers 
do not have the country station deductions made from their price 
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Bablé 35.0 sBoston, Massachusetts: Class I, Clas#’II and total deliveries 
of milk’ by’ zones for” ‘the third quarter on Tosoe 4 


Class I ph te mec lacee is 7), Total aaa 


Albee GE Ye edetiveriés deliveries se 
Douniee nthe Pounds =): Pounds 
Trucked 13,069 1, 637 ; 14,706 # 
Scar me 2,028 1,021 3,049 
ial pee Zev Al 2,071 
12 cat 27,198 18, are ‘et (45 470mm y 
— oronp™ = 3,915 
14 331 2577 ovens 588 
15 se 6,964 SR 6,964 
16 | ne 5 671 = 671 
iy, ae 20,099 5,122 7 epee il 
18 Pe © Seles S 3, 359 i) D eeyeat 
otk, Vy eS eee” OF 250 3,655 ; 13,805 
EO DARIO a) 18,362 ; 9,930 28 , 292 
el ee os. ~ : —~ par 
pore © aa 35,949 13, 623 49,572 
Poa ; 2,362 ges 29 ,459 31,821 
24. 19,878 : 33,768 : 53, 646 
25 5,152 32,458 37, 610 
26 Brae: 6,241 6, 244 
AM Al ; 27,591 ; 27, 632 
28 - 6, 575 16575 
29 - 13,573 13,573 
30 a eo ee Be eee ae 12,284 
Total 190,115 ; 228,825 418,940 
Compiled. from records of the Market Administrator. .. 
, > 
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Table 36. Class I and Class II prices paid by dealers per hundred- 
weight of 3.7% milk by zones in the Boston milk supply 
area, third quarter, 1935 


Zone Class I Class II 
Dollars Dollars 

Trucked Be19 1.60 
6 2.7629 1.54 
” e571 1.54 
8 2.7453 1.54 
9 2.7394 ; 1.54 
10 2.7276 1.54 
‘igh D.7218 1.54 
he 2.7160 ie b4 
oe : 2.7041 1.54 
14 ; 2.6924 1.54 
ils 2.6924 1.54 
16 2.6747 ; 1.54 
17 ; 2.6747 1.54 
18 2.6688 1.54 
19 2.6571 1.54 
20 2.6453 1.54 
21 2.6453 1.54 
22 2.6335 1.54 
23 2.6276 1.54 
24 2.6218 1.54 
25 2.6218 1.54 
26 2.6100 a4. 
BY, 2.6041 1.54 
28 ; 2.5982 1.54 
29 2.5982 1.54 
30 2.5865 1.54 


Compiled from records of the Market Administrator. 
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Table 37. Zone prices paid to producers per hundredweight of milk 
during the third quarter 1935, in example pool 


zone Price 


; Dollars 
Trucked : Farms located within 40 miles from | 
‘ Boston aieP) | 
Farms located between 40 and 80 miles 
from Boston oe 74 
Farms located outside of 80 miles from 
Boston 22D 
6 
Farms located within 40—miles from 
Boston 249 
Farms located between 40 and 80 miles 
from Boston Beak 
Farms located outside of 80 miles from 
Boston eeu 
7 ' eels 
8 ' Bake 
S) ; eat 
10 ‘ PA ®) 
iat 2.09 
12 2.09 
13 2.07 
14 : 200 
5 2-06 
16 2204 
7, 2.04 
18 2.04 
19 2.03 
20 2.02 
ol ; Ae 
Le 2.00 
23 2.00 
at 1.99 
a0 1.99 
20 1.98 
ee 1.97 
28 1.977 
ed 1.97 
Sea 1.96 


a la SOO Ik a 
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and so have added to their price $418 per hundredweight. (See paragraph 2 
of section 4 of article VIII.) No information is available as to the 
amount of milk which is delivered direct to city plants from outside lo 
mites, but it is probably negligible and has been omitted in the sample .._ 
poole The total amount of the differential for producers located within 
40 miles amounts to $549. 


The second two of these location differentials which are to be 
paid to specific producers must therefore be subtracted from the total 
value to be paid all producers as calculated above. The first differen— 
tials, however, reflect the difference in prices to all producers and are 
to be deducted from the Calculated pool price. They must be added to the. 
total pool values. (See paragraph 2 of section 2 of article NOD.) 


Now, dividing the net amount after adding the net amount of 
zone differentials by ths total amount of milk in the market, the pool 
price is determined. The price for the pool is $2.38 per hundredweight. 
From the price are to be deducted the carlot freight differentials in 
order to determine the price applicable to each zone. Tosthis; then, ag 
added the differential of $18 ver hundredweight for producers whose 
farms are lovated in the zone HO to 60 miles from Boston and $.36 per 
hundredweicht for producers whose farms are located within 40 miles from 
Bostone There is also added to the price, for those producers who deliver 
direct to plants located within ho miles, the $.18 country station allow- 
ance. : : 


The prices to be paid to producers in each zone. in. the market are 
presented in tabie 37. 


As was noted above, these prices are computed by using the data 
bor the third quarter of 15 5authesCiasser price as proposed, and an esti- 
mated price of $1.60 per hundredweight for Class II. .When. supplies become 
shorter in the last quarter of the year, one can expect that all prices 
will approach nearer to the Glass I. : 


The proposed amendment: to Order No. li provides that new pro- 
ducers shall receive the Class II price for a period of 2 months. In 
the calculation of the above sample pool, deliveries of milk by new: 
producers were not considered, It-.should be noted that milk delivered by. 


The above method, which is proposed for the prorating of the pro- 
ceeds of sales of milk in the market among.all producers, is that Commonly 
called a "market-wide pool without ratings." A rating plan was provided 
in Order No. 4. However, when. conditions became chaotic soon after the 
suspension of Order No. 4, the rating plan was voluntarily abandoned by 
the market. 
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A study of the comparison of returns to different types of pro- 
ducers under the proposed plan and those under the rating plan effective 
in Order No. 4 reveals that the. two are perhaps not radically different: 
In the study, a sample of approximately 15 percent of the producers in the 
market was taken. These producers were classified as even or uneven. 

Even producers were defined as all those producers whose deliveries in the 
quarter of the year in which their daily deliveries were lowest were at 
least 70 percent of their deliveries in their highest quarter. 


It was found that only around one-fifth of the producers in the 
market could be called even under this definition. These even producers 
were scattered throughout the milkshed so that, for the most part, their . 
evenness was completely offset by the irregularity of their neighbors. 
(See table 38.) Only in the nearby zones was there a preponderance of 
even producers so that, as a group, they showed even deliveries. Nearly 
two-thirds of the producers located within 40 miles of the market were 
Classified as even. The average of their low-quarter deliveries as a 
group was over /0 percent of their high-quarter deliveries. Over 50 per- 
cent of the producers located between HO and 80 miles were classified as 
even, and they, as a group, had an average of nearly 70 percent. No 
other zone group had an average of 62 ‘percent. It is proposed that 
these two groups of producers——that is, those located within. 40 miles of 
Boston and those located between 40 and 80 miles—_be given location 
differentials of $.36 and $.18 per hundredweight, respectively. 


Even without consideration of these special differentials the 
study indicated that even producers under a pool without rating would | 
receive an annual average price of about $.025 per hundredweight higher 
than the average producer, whereas in a pool with rating--as existed in 
Order No. 4—the even producers would receive only $.11 per hundredweight 
higher. The higher price received by even producers under the pool with- 
out ratings arises because they deliver relatively less milk in those 
months when the composite price in the market is low. 


It is thought that the proposed plan, which gives consideration 
to those producers located nearby the market who are preponderantly even 
and who as a group have very uniform deliveries, and which returns a 
price higher than the average to the other even producers, accomplishes 
the purpose for which the rating plan in Order No. 4 was intended. 


There is a contingency that not all of the handlers will make 
the portion of the payment to producers, through the Market Administrator, 
which is prescribed in article VIII. To cover such a contingency the 
Market Administrator is authorized to deduct from the rate per hundred-— 
weight an amount between 4 and 5 cents. This deduction “rom the blended 
price is not a dedustion at all but a deferring of the full payment until 
the money is sure to be in hand. 


Paragraph 6 of the computations is a companion to paragraph 5 
and to section 3 in providing for the distribution of all money in hand 
for producers up to the next preceding delivery period but one. By this 
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Table 38.- Average percentage deliveries in the low 
quarter were of deliveries in the ‘high 
quarter, by zones ; 


a 


Average distance ; Average percentage low 


Zone } from : quarter was of high 
di market quarter 
Miles 

1- | 25.0 : TOs 

5- 8 } 56.0 , 69.2 

g-1e | 111.0 : 62.1 

13-16 , 140.9 3 eee een 
17-18 : 169.4 | 60.6 
19-20 : 191.6 : 5367 
olece : 215.0 | | 56.1 
23-24 | 231.5 : U7 67 
25-26 : 246.5 : 4g 3 
27-28 : 268.9 : 46.9 


29-30 290 pes 36.8 
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means all of the collections for which the 4-5 cents was set aside are dis- 
tributed each delivery period (one delivery period intervening) as the 
Collections are made. It is more important to consider these three provi- 
sions in the light of the practical operation of the plan contained than to 
Consider them in the light only of possible wilful vidlations of the pro- 
posed amendment. Inevitably some reports will be late, some payments will 
fail to reach the Market Administrator on time, and errors will be made in 
both reports and payments. These three provisions give the Market Adminis-— 
trator a method by which to meet the practical problems which will arise 

in connection with the pool and still preserve practical equity in the 
distribution of money as between producers. The blended price announced by 
the Market Administrator, therefore, represents the pooied utilization of 
milk for the delivery period less 4-5 cents, plus whatever hitherto un- 
collected money has come into the Market Administrator's hands for previous 
delivery periods. 


Article VIII of the proposed amendment provides that the minimum 
Class prices shall be paid by handlers for each delivery veriod not later 
than the 25th day following the delivery period in the form of uniform 
prices to all producers, subject to specified adjustments which are author-— 
ized by the Agricultural Marketing Agreement Act of IGh fe 


Paragraph 1 of section 1 provides for the payment to each pro- 
ducer at the blended price per hundredweight for all milk delivered, sub— 
ject to certain adjustments provided in the proposed amendment to Order 
No. dy 


Paragraph ¢e provides for the payment to producers who did not 
regularly sell milk within the Marketing Area or to a handler for a 
period of 30 days prior to the effective date of the proposed amendment 
at the Class II price for all the milk delivered during the period from 
the first delivery of milk until the end of two full calendar months 
thereafter. Such a provision authorized by the Act is based upon the 
Characteristics of a milk market and of the necessary preparation which 
the dairyman must undertake to fit him for supplying the milk market 
with regular quantities of acceptable milk. The provision serves as a 
measure of protection to the dairyman who might be induced to make such 
preparation by a handler, later to be cast adrift by the handler when 
his purpose has been served, and further as a period of reasonable 
apprenticeship during which the dairyman may demonstrate his ability to 
meet the obligations inherent in supplying a milk market 2nd thus be zn 
& position to secure real benefit from the regulation of handlers. 


Paragraph 3 provides for the completion of the peyment by each 
handler of the full classification value, but no more, Of tne midis sa— 
ceived by a handler as the handler made use of it, by paying tc or 
receiving from the Market Administrator the difference between his pay— 
ments direct to producers and the classification value of his milk. 
Thus, when all of the payments set forth in article VIII have been made 
each handler has paid the minimum class prices uniformly with all other 
handlers, and producers have received uniform prices for milk delivered 
subject to the specified adjustments. 
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'use in paying producers of a butterfat 
differential per hundredweight of milk for Compensation as between pro- 
ducers who deliver milk of identical Characteristics except for a differ-— 
ence in butterfat content. This differential is on a direct ratio to 
the value of butterfat in Class II milk, since this butterfat must com-— 
pete with or be supplies by butterfat secured from "outside" or 
Competitive cream. Since the class prices and the computed blended price 
are all on the basis of milk containing 3.7 percent butterfat content, 
When the handler has made his payments to producers using the butterfat 
differential for each producer, he will- have paid the total cost of all - 
his purchases of milk at the 3.7 percent butterfat basis corrected to the 
actual average butterfat test of all his purchases by the amounts he 
deducts or adds in making payment to the individual producer. 


Section 4 provides for differentials to compensate’ between pros 
ducers for the different points of delivery of milk. The proposed amend— 
ment to Order No. 4 carries a provision for paying to producers located 
Within 40 miles a differential of $.36 per hundredweight, and to producers 
located between 4O -nd 60 miles a differential of $.18 per hundredweight 
above the prices paid to other producers, Similar differentials have 
existed in the market for many yearse In 1916 the differential on the 
first 20 miles was $012 per quart or $.552 cents per hundredweight; in 
the zone 20 to HO miles, $007 per quart or $.332 per hundredweight; and 
in the next 20 miles, $.002 per quart or $.04 per hundredweight. 


The differentials have varied in amount and distance from time 
to time since that date, but, some differential has always been in effect. 
Provision was also made in the previous Federal program for returning a 
higher price to those producers located near the market. 


Several factors account for the. necessity of these differentials 
in order to insure equity in providing returns to producers. The first 
and most important is the accessibility to the market. These nearby pro-— 
ducers, even without a cooperative organization in the market, have been 
able and will continue to be able to sell a much larger percentage of their 
milk ag whole milk through those producers located at greater distances 
from the market. Dealers would not normally buy milk at great distances 
from the market, other things being equal, because of the higher cost of 
transporting milk. ; 


These producers have the advantage not only of accessibility to 
the market but, also, taken as a group, have such a type of farming that 
they have delivered milk to handlers closely in line with the normal 
demand for milk. That is, they do nat have as wide a seasonal variation 
in their deliveries as do the other producers in this markete It has been 
found that producers living within 40 miles of Boston delivered 70.7 . 
percent as much milk in their lowest quarter of the year ag they did in 
their highest quarter. Producers located between 4O and 80 miles of 
Boston delivered nearly 70 percent as much milk in their low quarter as 
they did in their high quarter. The average for the market was only 
54.5 percent. 
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Professor John D. Black, in his recent book, "The Dairy Industry 
and the AAA", °also finds a. strong economic justification for providing a 
differential for milk delivered to the market from nearby sources. He 
states that there is a need "to work outa plan of payment for milk that 
restores in a large measure, if not altogether, the price relationship that 
existed before the dealers began using outside milk as a temporary club to 
beat down prices of nearby milk." Such a restoration of price, he has 
indicated, would show nearby producers receiving the Class I prices for a 
relatively larger proportion of their milk. 


The proposed differentials of $.36 and $.18 per hundredwei ght 
should establish an equitable price structure to producers in the market. 
It is estimated that on the basis of data for the third quarter inv19554 
with these proposed differentials, the price to producers located within 
4O miles of Boston would be from 25 to 30 cents under the Class I price. 
Throughout the year the difference would probably be around 20 to 25 
cents per hundredweight. ; 


H. Deductions for marketing services (article IX of the proposed 
amendment to Order No. 44) 


The Agricultural Marketing Agreement Act of 1937 states that 
the Secretary of Agriculture may provide for marketing services as follows 
(section 8c (5) (E)): 


"Providing (i) except as to producers for whom such 

services are being rendered by a cooperative marketing 
association qualified as provided in paragraph (F) of this 
: subsection (5) for market information to producers and for 
the verification of weights, sampling, and testing of milk 
purchased from producers and for making appropriate deduc- 
tions therefor from payments to producers .. ." 


The types of service to be provided are specifically set forth, 
namely, checking of weights, sampling and tests of milk, and market 
information. The former has a direct bearing upon the size of payments 
received by producers and, in turn, the stability of the market structure; 
the latter provides for the dissemination of such information to producers 
as will aid them in a better marketing of their products. 


Article IX of the proposed amendment provides for market services 
to producerse In section 1 provision is made for a deduction not to 
exceed 2 cents per hundredweight from the payments made to producers, 
such monies to be expended by the Market Administrator for market infor- 
mation and the verification of weights, sampling, and tests of milk. 
Similarly, section 2 provides that if a cooperative marketing association 
is found to be qualified under the requirements of paragraph F, section 
Sc (5), of the Act, and is properly rendering the services to producers 
enumerated in article IX, section 1 of the proposed amendment, then the 
monies deducted by handlers from the members of such association shall 
be paid over to that association. 
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It is declared to be the policy of Congréss, as stated in the 
Agricultural Marketing Agreement Act of 1937; to recognize and encourage 
producer cooperatives. There is no restriction in the proposed amend— 
ment which would.operate to the disadvantage of, or tend to supplant, 
their work. Rather, such services are encouraged by reason of a recog- 
nition that the cooperative, due to a close relationship with its 
members, probably is in a better position to render these services to 
its members than is the Market Administrator. 


_ Experiences of the cooperatives have demonstrated that the 
rendering of marketing services to their members is a desirable feature 
to the proper functioning of the market structure. Producers generally 
do not have available facilities to determine accurately the weight of 
their milk. Neither are they ina position to test precisely its fat 
Content. Ycot, without verification of the weights and tests as deter- 
mined by handlers. producers often question the accuracy of the prices 
‘paid them. Marketing services in the nature of check weighing and test- 
ing are thus rendered because the producers themselves ‘desire that 
SETViCe. 


It may appear that the expenses incurred in the verification 
of weights and tests are more properly chargeable to administration 
than to marketing service. The distinction is one of degreee Undoubt— 
edly, spot checking of the purchases of milk of individual handlers by 
the Market Administrator would suffice in verifying weights and tests 
and, in turn, the accuracy of price computations. Yet the producers, 
as stated herctofore, desire more than this. Their primary concern is 
that of ascertaining, not the general accuracy of the weights and tests 
made by the handler to whom they deliver milk, but the exact weights 
and tests of their own deliveries. 


The presentation of marketing information to producers has 
become a necessary adjunct to an intricate marketing processe With 


‘this information producers are better enabled to adjust their deliveries 


of milk to current market conditions. The United States Department of 
Agriculture regularly furnishes information to producers in the form of 
crop and livestock reports, outlook statements, etc. This service is 
maintained only because producers recognize this as indispensable. 


The dissemination of current local market information, such 
as the price aspects of the market, local supply and demand conditions, 


-etc., by the Market Administrator servag . an identical purpose. 


It is a difficult matter to estimte precisely the size of 
the deduction that will be needed to cover the costs of rendering the 
services set forth in section 1 of article IX of the proposed amendment. 
As stated above, each handler shall deduct an amount not to exceed 2 
cents per hundredweight from paynents made direct to producers on all 
milk delivered to such handler. The exact amount of the deduction is 
to. be determined by the Market Administrator which will be in line with 
the funds actually needed to perform the marketing services specifically 
set forth in the Agricultural Marketing Agreement Act of 1937. 
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The Market Administrator must necessarily incur many expenses 
in his operations: He must maintain a personnel sufficient to (a) con- 
pute periodically the prices to be paid by handlers to producers, and 
determine the adjustments from those prices, (b) record and audit the 
sales reports of handlers, and (c) provide for contact work with handlers 
and other parties in the market. ‘During the calendar year 1955 the total 
cost of administration anounted to $.01139 per hundredweight of nilk 
pooled. } 


Article X of the proposed amendment provides that each handler 
pay to the Market Administrator a sum not exceeding 2 cents per hundred- 
weight, the monies so obtained being used to cover the cost of adminis-— 
tration of the marketing agreement and order. The exact amount per 
hundredweight is to be determined by the Market Administrator. In view 
of the experience gained in the administration of License No. 38 and 
Order No. 4 it appears that the maximum charge for meeting costs of 
administration, 2 cents per hundredweight as specified in article X of 
the proposed amen@ment, is reasonable. 


The Agricultural Adjustment Act, as amended, and amended by 
the Agricultural Marketing Agreement Act of 1937, in section 10b (2) 
stipulates that "each order issued by the Secretary under this title 
shall provide that each handler subject thereto shall pay ..e « such 
handler's pro rata share (as approved by the Secretary) of such expenses 
as the Secretary may find will necessarily be incurred by such authority 
or agency, during any period specificied by him, for the maintenance and 
functioning of such authority or agency, other than expense incurred in 
receiving, handling, holding, or disposing of any quantity of a commodity 
received, handled, held, or disposed of by such authority or agency for 
the benefit or account of persons other than handlers subject to such 
orders. The pro rata share of the expenses payable by a cooperative 
association of producers shall be computed on the basis of the quantity 
of the agricultural commodity or product thereof covered by such order 
which is:distributed, processed, or shipped by each cooperative associa- 
tion of producers .. .!! 


The expense of administration is thus required by law to be 
collected from handlers. The proposed amendment provides, however, that 
if the funds on hand are sufficient to cover expenses the Market Admin- 
istrator may waive either part or all of the payments from handlers as 


to any delivery period. 40/ The handlers are thus assured that the amounts 


assessed from then may be adjusted to requirements, and since periodic 


audits are made of the records of the Market Administrator, that the monies 


are properly handled. 
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4o/ ‘The combination of a seasonal increase in the volume of milk 
from which the administrative checkoff is received and a reduction in 
Costs of administration made it possible for the Market Administrator 


to temporarily waive 1 cent of the administrative checkoff during a 
part of 1935. 


